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1. Introduction 

1.1 Research Scope of the Report 

This report focuses on cooperation between China and developing countries plus 

transition economies in the context of the BRI (BRI). Hence, it is necessary to define 

the scope of countries especially developing countries participated in BRI.  

Since the inception of BRI, it has different perspectives towards those countries 

along the B&R (B&R). One perspective is based on geographical connection in “Silk 

Road Economic Belt” and “21st Century Maritime Silk Road” to define those 

countries. Its scope includes Eurasian continent, Southeast and East African countries. 

Another perspective is based on the national participation in BRI. As the number of 

participating countries increases, the scope is also changing, even beyond the 

geographical connection. Therefore, the scope of countries in BRI is an open and 

dynamic conception.  

According to data published by China, till May 2018, the number of countries, 

which definitively claim to join BRI, has been 72 1 . Among those, there are 37 

countries that have signed memos with Chinese government; 12 countries have signed 

documents to have cooperation in some fields; 10 countries declared or in official 

dialogues by national leaders or government announcements to support BRI; and 11 

countries took part in some cooperative projects. We define in this report all above 

countries as BRI countries. In addition, India and Bhutan are along the B&R in 

geographical perspective, but two governments have not officially declared to join in 

this initiative yet. The details about BRI countries are listed in Table 1.1 below.  

 
Table 1.1 Countries participating in BRI (by May 2018) 

Deal Type Countries 

MOU 

Comprehensive 

deals 

Panama, New Zealand, Montenegro, Lithuania, Afghanistan, 

Pakistan, Croatia, Myanmar, Madagascar, Morocco, Bosnia and 

Herzegovina, Latvia, Albania, Estonia, Slovenia, Lebanon, Egypt, 

East Timor, Bangladesh, Hungary, Iran, Laos, Malaysia, 

Mongolia , Poland, Singapore, Czech Republic, Maldives, Nepal, 

Bulgaria, Romania, Saudi Arabia, Tajikistan, South Korea, Serbia, 

Slovakia, Turkey（37） 

Partial 

cooperation 

Bahrain, Brunei, Cambodia, Azerbaijan, South Africa, Ukraine, 

Russia, Uzbekistan, Moldova, Kyrgyzstan, Palestine, Israel（12） 

Official/leader 

announcements 

Comprehensive 

deals 
Austria, Yemen, Qatar, Kuwait, Turkmenistan（5） 

Partial 

cooperation 
UAE, Thailand, Oman, Indonesia, Jordan（5） 

Program cooperation deals 
Belarus, Kazakhstan, Sri Lanka, Ethiopia, Vietnam, Philippines, 

Sri Lanka, Georgia, Armenia, Iraq, Syria（11） 

 

                                                        
1 The date of publication of “One Road One Belt” Trade Cooperation Big Data is in March 2018. There are 71 

countries (excluding China) in “One Road One Belt” countries. This report includes Austria, which enjoyed in this 

group on April 8th, 2018. Those 72 countries are Panama, New Zealand, Montenegro, Lithuania, Palestine, 

Afghanistan, Pakistan, Croatia, Oman, Yemen, Jordan, Indonesia, Myanmar, Madagascar, Morocco, Ethiopia, 

Bosnia and Herzegovina, Turkmenistan, Latvia, Albania, Estonia, Slovenia, Lebanon, Bahrain, Egypt, Syria, 

Philippines, Brunei, East Timor, United Arab Emirates, Vietnam, Israel, Armenia, Bangladesh, Cambodia, 

Hungary, Iran, Laos, Qatar, Moldova, Malaysia, Mongolia, Poland, Bhutan, Thailand, Singapore, Azerbaijan, 

Czech Republic, Belarus, Georgia, Iraq, Kyrgyzstan, Kazakhstan, Kuwait, Maldives, Macedonia, Nepal, Bulgaria, 

Romania, Saudi Arabia, Tajikistan, South Africa, South Korea, Ukraine, Serbia, Slovakia, Russia, Sri Lanka, 

Turkey, Uzbekistan and Austria. 



 

These BRI countries include both developed and developing countries, and also 

include Middle East and East European countries plus transition economies. Based on 

categorization by United Nations and other international institutions, there are 2 

developed countries (New Zealand and Austria), and 37 developing countries. The 

rest 33 countries are from Middle East and East European or listed as transition 

economies. From the composition of BRI countries, the majority is developing 

countries. Even transition economies are de facto developing countries. This provides 

foundation for this report to research BRI under the framework of SSC.  

Besides these countries, many international organizations and institutions 

express support or willingness to joint BRI. United Nations even put it in to its agenda 

in UN conference. If included those international organizations and institutions, BRI 

has more international support. The report does not have separate research on the 

effect exerted by those organizations and institutions but admits the far-reaching 

influence from them.  

1.2 Thesis of the Report 

The thesis of the report is interconnections between the BRI and SSC (SSC). It 

has been fully exploited in Chapter 2 of this report. The fundamental argument is that 

SSC is the foundation for BRI, while the latter provides unprecedented developing 

opportunities for the former.  

The reason that SSC is the foundation for BRI is that the spirit of BRI highly fits 

with basic principles of SSC, besides the fact that many BRI countries are developing 

countries. BRI is initiated by China, whereas SSC principles are widely accepted by 

international community. In this sense, it reflects compatibility between China’s 

solution and international common sense. That is the underlying reason for 

international recognition of BRI.  

On the other hand, BRI provides unprecedented developing opportunities for 

SSC. It is because the former is Chinese wisdom and solution to address challenges in 

human development. It will assist SSC to confront with ongoing difficulties, but also 

generate significant effect on future process in SSC. BRI includes connectivity and 

communication in policy, infrastructure, trade, finance, and people. It goes beyond 

traditional model of SSC, which mainly confines within foreign aid. It mirrors 

China’s intention to increase cooperation with other developing countries in new area, 

and China’s new path to obtain global win-win situation through changes in 

cooperative modes. It addresses the imbalance development in global sense, including 

developing countries and deepens the scope and content of SSC. The Initiative does 

not only concentrate on economic cooperation, but also social, cultural, scientific, and 

environmental cooperation. It requires both the soft policy and strategic docking, and 

hard interconnection in infrastructure; it admits the importance of concurrent 

cooperation, but also casts future foundation for further development. It creates new 

financial channels and offers new cooperative mechanisms for SSC. And it also 

provides with new international economic governance order.  

1.3 Main Content of the Report 

Based on BRI, China’s cooperation with countries along the B&R mainly 

concentrates on five areas such as policy coordination, facility interconnection, trade 

facilitation, funding mobility and people-to-people-exchange. The purpose of it is to 



consolidate political trust, economic integration, and cultural inclusion, as a 

community of shared interests, shared responsibilities, and shared densities. Till now, 

there are many in-depth researches on political and cultural cooperation by Chinese 

and international scholars and organizations. This report mainly targets on economic 

SSC between China and developing countries within the framework of BRI.  

SSC between China and BRI countries include trade cooperation, investment 

cooperation, and foreign aids, which are interdependent. Foreign aids from China 

stimulate bilateral trade and investment. For example, China invests in infrastructure 

by the means of favored interest loans as foreign aids. It does not only promote 

China’s exports of equipment, but also investment to those countries. Take Africa as 

an example. China’s aids to Africa do not generate “crowd-out effect” in the short 

term, even though the marginal effect is diminishing2. Trade and investment with 

commercial features but with no direct relation to foreign aids are also crucial 

component of SSC, for it fits the basic principle of equality and mutual benefits. Take 

“Angola Model” as an illustration. It effectively fosters bilateral trade and investment, 

which does not only meet China’s demand for energy and ores, but also encourage 

resource exploitation and economic development in host countries. Hence, SSC 

cannot be confined within aids, and should embrace trade and investment, industrial 

cooperation as well as developing experience sharing. This is widely accepted by 

international community.  

This report also analyzes financial cooperation between China and BRI 

countries. In particular, we analyses cooperation in areas such as infrastructure, 

economic cooperation parks, and specific projects, in an attempt to present empirical 

description about ongoing cooperation, and also to explore the associated 

opportunities and challenges. To this end, this report has extended the analyses to the 

following fields.  

The first field is financial cooperation. Foreign aids are highly spotlighted by 

international community and developing countries, since developing countries, in 

most cases, are financial constraints, and need financial support. Funding mobility 

becomes an important component in SSC between China and countries in BRI. 

Funding mobility has various channels, for example, government-led loans, 

corporate-managed China-Africa Fund, SSC Fund, and Silk Road Fund, and inclusive 

financing plus green finance. It also includes cooperation in RMB internationalization 

and in offshore financial market. Chapter 6 covers some issues regarding this field.  

The second is industrial cooperation. Industrial cooperation is at macro level, 

whereas cooperative projects are at micro level. The defining of industrial cooperation 

is inconclusive, and we define it as production and technology transfer from China to 

other developing countries under BRI. On the one hand, after four-decade 

development, China has accumulated huge production capacity in traditional 

manufacturing area. Given the increasing in labor cost and international competition, 

some industries in China are losing competitive edge. On the other hand, some 

developing countries have insufficient production capacity and technology and are 

willing to obtain international investment and technology transfer, to promote their 

industrialization. This is the foundation for industrial cooperation. Hence, China’s 

proposal for industrial cooperation in BRI is to meet demands for economic 

development from developing countries on the one hand, and to foster industrial 

upgrade for China on the other. Chapter 7 covers details about this subject.  

                                                        
2 Li, Ronglin, and Feng, Kai. Does China’s Foreign Aids to Africa Promote Direct Investment in Africa – Based 

on Cross-Country Panel Data Analysis. Conference Paper, Nov., 2018. 



The third is project cooperation. It is from the micro level analysis to conceal 

features in SSC. Based on BOT, Chapter 10 reveals private-public-partnership (PPP) 

mode and resources-financing model, i.e., “Angola Model”. From project 

cooperation, it is straightforward to find interdependence between foreign aids, trade 

and investment. Financing for many projects has foreign-aid features, and also is 

grounded on foreign direct investment and exports from those home countries. The 

aforementioned two project cooperation models make parties, China and other 

developing countries, to base on their own competitive advantages. So, it is mutual 

benefit. Admittedly, risks are bound to go along with projects. Precautionary 

suggestions are listed in analyses of project cooperation with the hope of providing 

lessons for further SSC.  

The fourth is infrastructure cooperation. Infrastructure interconnection is another 

crucial content in BRI, and also top priority. It is quite acceptable for developing 

countries, because the infrastructure directly promotes domestic economic 

development, and also lays sound ground for other industry development.  

Word Bank defines infrastructure in World Development Report 1994: 

Infrastructure for Development as infrastructure in economic areas, and breaks it 

down into three categories: public facilities, public programs and other transportation 

programs. Public facilities include electricity, telecommunication, running water, 

heath facilities, sewage and solid waste collection and decomposition, and gas 

pipelines. Public programs include highways, water dams, and irrigation systems. 

Transportation programs include intercity railways, city transportation, ports, 

waterways, and airports3. Chapter 8 in this report breaks this field into four groups. 

The first is transportation infrastructure, which includes transportation program and 

highways in public programs. The second is telecommunication infrastructure, which 

is equivalent to telecommunication in public facilities. The third is energy 

infrastructure, equivalent to gas pipelines in public programs. In addition, taking the 

development of natural gas into account, it includes natural gas and oil pipelines 

construction. The forth is infrastructure for city development, including electricity, 

running water, dams, irrigation systems, health facilities, sewage, solid waste 

collection and decomposition. This report gives analyses of existing achievements of 

infrastructure cooperation but also points out some underlying problems. 

Furthermore, it explores the possible mechanism between countries and departments 

to guarantee existing cooperation. 

The fifth is oversea Economic and Trade Cooperation Zone (ETCZ) in 

developing countries. China’s development experience or development model has 

obtained great attention in international community. Developing countries are eager to 

learn from China’s experience, especially from Economic Development Part model. 

Therefore, China has invested on oversea ETCZ in developing countries in the 

framework of BRI. Chapter 9 starts with definition, status quo and influence of these 

trade cooperative park, and continues with success of development in the part, and 

also mentions some key issues.  

The development model of China’s oversea ETCZ is, in fact, a reflection of 

China’s special zone experience. It includes the following four aspects. The first is 

government-led, next is qualified and abundant labor resource, the third is huge 

domestic market, and the forth is successful management style. In China, economic 

and technology development parks, high-tech parks, bonded areas and free trade 

                                                        
3 World Bank, Mao, Xiaowei translated. 1994. World Development Report 1994: Infrastructure for 

Development [M]. China Financial & Economic Publishing House: Beijing.  



zones are established under government-led. Those parks, areas and zones enjoy 

favorable policies in terms of land usage, tax and credit supply. Enterprises there are 

able to invest through government-set investment platforms. Favorable business 

policies, cheap and qualified labor, and deep market seduce a great amount of 

international and domestic investments, generating quick development in those parks, 

areas and zones. However, those factors are not always met in oversea ETCZ context. 

For example, in many countries, governments are unable to play the pivotal role. 

Many favorable policies cannot be guaranteed. Local market is limited, or labor is less 

skilled. Therefore, it is impossible to directly copy Chinese experience, but need 

flexibility accordingly.  

There is no best model in development but only most suitable one, even though 

Chinese development mode has obtained a great attention from international 

community. “Beijing Consensus” is not the panacea just as “Washington Consensus” 

is not able to address all problems for developing countries, either. Hence, it is 

crystal-clear for us that international transfer of Chinese experience assists China to 

weigh more in international community, but such experience should be applied wisely 

with local conditions, to reflect each country’s specialty. As a matter of fact, holding 

on “local specialty” is the secret ingredient in success of Chinese experience. 

Overseas ETCZ is one component in experience share under SSC, which is with high 

expectation.  

  



2. SSC and the BRI 

2.1 The interrelationship between SSC and BRI  

As a product of the self-consciousness and self-awakening of developing 

countries, SSC (SSC) has gone through more than 60 years of extraordinary 

development. Its essence is developing countries uniting for self-improvement and 

common development. As the largest developing country, China has been an active 

advocate and an important promoter of SSC, and has made positive contribution to it. 

In 2013, Chinese President Xi Jinping proposed the BRI (BRI). In 2015, the Chinese 

government published the Vision and Actions on Jointly Building Silk Road Economic 

Belt and 21st Century Maritime Silk Road. The BRI, which involves diplomacy, trade 

and economic cooperation, connectivity, regional governance and people-to-people 

bonds, transcends the inherent model of traditional SSC that is limited only to mutual 

economic assistance, and highlights China’s new thinking in the new era to seek 

cooperation and win-win results with other developing countries through a 

transformed model of cooperation. The BRI is in line with the basic principles and 

philosophy of SSC.  

The BRI, which combines China’s domestic development experience with 

China’s international experience in SSC, has made a constructive contribution to 

resolving such problems as the chronic shortage of funds, inadequate technology, 

inadequate institutional development and inadequate effectiveness facing FSSC. 

Strengthening the linkage between SSC and the BRI will be conducive to 

consolidating the achievements of the BRI and promoting its steady progress in the 

long run. 

This chapter, with the theme of the interrelationship between BRI and SSC, 

holds that SSC is an important foundation for the BRI, whereas the BRI will provide 

new impetus and unprecedented development opportunities for SSC. As it is smoothly 

implemented and taken forward, the BRI will have far-reaching implications for the 

future progress of SSC. 

2.2 New situations facing SSC 

SSC is mutually supportive cooperation on the economic, technological and 

trade fronts amongst a large number of developing countries that share common 

historical experience and common tasks after their national independence. It is an 

important way for developing countries to seek self-reliance, independence and 

development. It is also an important platform for ensuring the participation and 

integration of developing countries into the international system. Since the beginning 

of the new century, especially since the 2008 financial crisis, considerable changes 

have taken place in the landscape of SSC, while new features have emerged. 

2.2.1 Significant changes in balance of power between the North and the South  

Developing countries have achieved considerable growth in their economic 

aggregate, and their strength has kept increasing. As a result, their weight in the global 

economy has risen significantly. At present, the share of developing countries in 

global GDP has risen from 25% 40 years ago to more than 50%, while their 



contribution to global economic growth has reached 80%. 4  For some developing 

countries, their outward foreign direct investment (OFDI) has been increasing for 

many years. China’s outward foreign direct investment flows increased from US$2.7 

billion in 2002 to US$196.15 billion in 2016. Despite a drop to US$158.29 billion in 

2017, China’s OFDI stock has already jumped to the second place in the world.5 40 

years ago, developing countries accounted for only 5% to 6% of the world’s total 

research and development input. Today China alone accounts for more than 10% of 

global research and development input.6 It is fair to say that the center of gravity of 

the world economy has shifted eastward and southward, moving from the OECD 

member countries to emerging economies. 

Strengthening cooperation with other developing countries is increasingly 

important for China. The share of developing countries in China’s foreign trade and 

investment is increasing, and still rapidly expanding. Take investment for example. In 

2015 China’s investment stock in Africa reached US$35 billion, second only to the 

United States (US$64 billion), the United Kingdom (US$58 billion) and France 

(US$54 billion). China is now the leading investor in African countries (China’s 

OFDI flows to Africa from 2010 to 2016 are shown in Figure 2.2.1-1). China’s OFDI 

flows to Latin America reached US$27.23 in 2016, increasing by 115.9% year on 

year. By the end of 2016, China’s OFDI stock in Latin America amounted to 

US$207.15 billion (see Figure 2.2.1-2). In the same year, China’s direct investment in 

the BRI countries amounted to US$15.34 billion, down 19% from a year earlier, 

accounting for 7.8% of the total. By the end of 2016, China’s OFDI stock in the BRI 

countries was US$129.41 billion, accounting for 9.5% of China’s overall OFDI stock. 

In 2014-2016, China’s OFDI in the BRI countries was US$48 billion (see Figure 

2.2.1-3). 

 

 

 
Figure 2.2.1-1 China’s direct investment flows to Africa in 2010-2016 

Source: 2016 Statistical Bulletin of China’s Outward Foreign Direct Investment, Ministry of 

Commerce, National Bureau of Statistics, State Administration of Foreign Exchange 

 

                                                        
4 Xi Jinping, “Strengthening mutually-beneficial cooperation for common development-Speech at the Dialogue of 

Emerging Market and Developing Countries”, http://www.xinhuanet.com/world/2017-09/05/c_1121608786.htm  
5 Ministry of Commerce, National Bureau of Statistics, State Administration of Foreign Exchange, “2017 

Statistical Bulletin of China’s Outward Foreign Direct Investment”, http://www.sohu.com/a/256798199_118392  
6 UNESCO Institute of Statistics, “How much does your country invest in R& D?”, 

http://uis.unesco.org/apps/visualisations/research-and-development-spending/  

http://www.xinhuanet.com/world/2017-09/05/c_1121608786.htm
http://www.sohu.com/a/256798199_118392
http://uis.unesco.org/apps/visualisations/research-and-development-spending/


 
Figure 2.2.1-2 China’s direct investment flows to and stock in Latin America in 2010-2016 

Source: 2016 Statistical Bulletin of China’s Outward Foreign Direct Investment, Ministry of 

Commerce, National Bureau of Statistics, State Administration of Foreign Exchange 

 

 
Figure 2.2.1-3China’s direct investment flows to BRI countries in 2013-2016 

Source: China Outward Foreign Direct Investment Statistical Bulletin 2016, Ministry of 

Commerce, National Bureau of Statistics and State Administration of Foreign Exchange 

2.2.2 Changes of key players, content and objectives of SSC 

First, with the businesses, civil society and international organizations engaging 

more deeply and extensively in SSC alongside the governments, the key players in 

SSC have become more diverse. For example, Chinese nongovernmental 

organizations’ (NGOs) “going global” has become a hot topic. Many non-

governmental organizations have started to participate in emergency humanitarian 

assistance overseas. The China Foundation for Poverty Alleviation set up overseas 

offices in Myanmar and Nepal, engaging in SSC outside China in a more deeply 

fashion. Despite the lack of official statistics on the number of Chinese NGOs 

involved in SSC, general estimation can still be made based on data from a number of 

platform organizations. The China NGO Network for International Exchanges 

(CNIE), as a social organization with an official background, is responsible for 

coordinating the going global of Chinese NGOs. The CNIE has 63 NGO members 

that have an interest in international affairs. The China Foundation Center (CFC), 

China’s first information disclosure platform focusing on the foundation industry, has 

gathered the institutional information on all foundations in China. According to the 

CFC, there are 52 foundations with a focus on international affairs. It is worth 

mentioning that some developed countries, such as Germany and the United 

Kingdom, have also shown increasing interest in the topic of SSC in recent years, and 



have been influencing the agenda of SSC by supporting research and training 

negotiators. They have been striving for deeper involvement through “triangular 

cooperation”. The Organization for Economic Cooperation and Development (OECD) 

has even established a special department to build stronger contact with emerging 

developing countries and promote greater triangular and multilateral cooperation.  

Secondly, the content of SSC has further extended from the political cooperation 

and technical cooperation of the past to a full range of cooperation that covers such 

areas as security, investment, trade, finance, production capacity, policy alignment, 

knowledge sharing, the new industrial revolution and even global governance, thus 

going beyond the traditional model of mutual assistance. At the High-level Round 

Table on SSC held at the United Nations Headquarters in New York in September 

2015, Chinese President Xi Jinping put forward four proposals on SSC, including 

exploring a diversified development path, promoting the alignment of development 

strategies among different countries, achieving pragmatic development results and 

improving the global development architecture, which were supported by the heads of 

state of the South and heads of international organizations present at the meeting. The 

meeting also came up with proposals to deepen SSC, such as strengthening the 

exchange of development philosophies and experience, deepening the exchanges, 

deepening macro policy coordination, creating flagship projects for cooperation and 

promoting global economic governance reform. 7  
BRICS Leaders signed the 

Johannesburg Declaration at the 10th BRICS Summit held in South Africa in July 

2018, sending a clear message to uphold multilateralism and oppose protectionism, 

and decided to launch the BRICS Partnership on New Industrial Revolution (PartNIR) 

to deepen cooperation in the areas of economy, trade, finance, political security and 

people-to-people exchanges. 

Third, the goal of SSC has also shifted from national liberation and 

independence to share and sustainable development. In September 2015, the 2030 

Agenda for Sustainable Development, comprising 17 goals and 169 sub-goals, was 

unanimously adopted at the United Nations. Unlike the Millennium Development 

Goals, which focused on social sectors and applied only to developing countries, the 

2030 Agenda for Sustainable Development is no longer limited to developing 

countries, but applies to all countries, emphasizing three dimensions, namely 

economic, social and environmental balance, and showing the direction for 

international development cooperation. Goal 17-Strengthening the means of 

implementation to revitalize the global partnership for sustainable development 

emphasizes the role of South-South and triangular cooperation and marks the 

recognition and affirmation by the international community of the important role of 

SSC in achieving sustainable development. 

2.2.3 Change in the forms of SSC  

SSC not only includes central-government-led bilateral and multilateral trade 

agreements and reciprocal trade arrangements between countries, but also economic 

cooperation mechanisms and arrangements under the joint responsibility of both 

central and local governments, investment projects sponsored by the government in 

cooperation with enterprises, and outward investment projects in which enterprises, 

including a large number of private businesses, participate. It features government-

guided, market-oriented operations with civil society involvement. In terms of the 

forms of economic activity, there are not only conventional trade, economic 

                                                        
7 “Xi Jinping Addresses the Roundtable on SSC”, people.cn, September 27, 2015. 



assistance, infrastructure and livelihood project development, but also direct 

investment, resource development, processing trade, industrial cooperation, financial 

cooperation and technical cooperation, all of which are becoming the mainstay. For 

example, in order to support Chinese enterprises in going global and deepen 

international cooperation on production capacity, China has established 99 overseas 

trade and economic cooperation zones in 44 countries, of which 75 are located in the 

BRI countries. These overseas trade and economic cooperation zones have not only 

created a platform for production capacity cooperation, but also provided a lever for 

policy coordination, development strategy alignment, financing and infrastructure 

cooperation between China and some of the Southern countries. At the same time, 

people-to-people exchanges between countries of the South have also increased 

substantially in recent years. 

2.2.4 Strengthened institutional development of SSC 

With the rising status of developing countries in the global political and 

economic order, remarkable progress has been made in the institutional development 

of SSC. Since the beginning of the new century, the Forum on China-Africa 

Cooperation (FOCAC), the BRICS Summit, the Asian Infrastructure Investment 

Bank, the New Development Bank and other SSC platforms have emerged. Many 

countries, including China and India, have also set up agencies specifically 

responsible for SSC. In 2013, the United Nations Office for SSC (UNOSSC), 

formally replacing the Special Unit for SSC, started its operations. In addition, China 

established the China International Development Cooperation Agency in April 2018 

to formulate strategic guidelines, plans and policies on foreign assistance, coordinate 

and make recommendations on major foreign assistance issues, promote reform of the 

foreign assistance modalities, m foreign assistance programs and plans, identify 

foreign assistance projects, and oversee and assess their implementation. Furthermore, 

China has established the Center for International Knowledge on Development and 

the Institute for SSC and Development to promote the sharing of development 

knowledge among developing countries, enhance their independent development 

capacity, demonstrating China’s attention to and support for implementing the 2030 

Agenda for Sustainable Development and further promoting SSC. 

2.3 Major challenges facing SSC  

Because the purpose of SSC is to meet and solve the challenges and problems 

Southern countries face in the course of their development, the primary challenge 

facing SSC is how to deal with the new and old problems confronting the Southern 

countries in their development through collective actions and mutual support. In 

particular, in order to have effective SSC, the following challenges need to be 

addressed.  

2.3.1 Imbalance of development and the difference in interests and appeals  

The imbalance in development among and within Southern countries has led to a 

divergence in their interests and appeals. While the overall strength of developing 

countries has risen rapidly, development has been uneven among Southern countries. 

Depending on the state of socio-economic development, countries of the South today 

can be divided into three broad categories, namely, emerging economies, which, by 

virtue of their unique endowments, have successfully integrated into the global 



industrial chain, and are well placed in the world economic landscape, with sufficient 

access to financial resources and technology; the second category is the medium-sized 

countries of the South, which have an advantage in a particular region or area, and 

their potential for development cannot be underestimated; and third category is the 

least developed countries, represented by sub-Saharan African countries and some 

Asian countries, which still face low levels of economic development, inadequate 

development funding and technological backwardness. These countries are positioned 

on the fringes of globalization. For example, Myanmar’s trade with neighboring Laos 

is virtually nil, and its development process lags far behind that of the other ASEAN 

member states; there are 389 million people living in abject poverty in sub-Saharan 

Africa, accounting for more than half of the world’s extremely poor. At the same time, 

the Gini coefficients in some emerging economies have remained stubbornly high. 

The new technological revolution represented by the Internet plus, big data, artificial 

intelligence, machine learning, the Internet of Things, and block chain will create new 

inequalities between countries. The uneven levels of development among and within 

countries of the South have led to a corresponding divergence of political and 

economic aspirations.  

2.3.2 Lack of institutionalization and weak organizational structures  

SSC still faces problems such as the lack of institutionalization and weak 

organizational structures. In terms of collective capacity and institutional building, the 

gap between SSC and the OECD is obvious to all. In terms of institutional building, 

SSC still has the following five issues to address: (1) there is a lack of a clearly 

defined positioning of emerging countries in SSC, a lack of mutual understanding, as 

well as insufficient coordination and communication on SSC; (2) although there is a 

wealth of knowledge in development amongst developing countries, the building of a 

knowledge system for SSC is still at a beginning stage, whereas development 

knowledge is yet to be theorized, and the sharing of development knowledge remains 

to be institutionalized; (3) there are problems with information sharing on SSC, such 

as difficulties in collecting data, unreliable data and unsystematic data;8 (4) the lack of 

means to monitor and evaluate projects in SSC, which makes it difficult to achieve the 

effect of mutual learning; (5) although China is working to make SSC a key 

component of its global development cooperation effort and the United Nations in 

recent years has also elevated the status of the UNOSSC as a global platform for SSC, 

overall there is no coherent and efficient policy communication and coordination 

platform or fixed plans for cooperation and support for SSC.9 

2.3.3 SSC faces strategic vigilance and containment by countries of the North 

As the strength of the Southern countries rises, their political and economic 

aspirations for changing the international system will also rise, which will not only 

threaten the governance status in global affairs of developed countries, but also pose 

new competition challenges to the companies of the developed world. In this regard, 

                                                        
8 There are some problems with the quantification and statistics of SSC, mainly because the countries of the South 

have not yet reached a consensus on the modalities of record-keeping in SSC; the institutions responsible for 

development cooperation are often highly fragmented, lacking a centralized coordinating body and a reporting 

framework; transparency and accountability remains weak; there is a lack of common approach to data collection, 

analysis and reporting; and measuring the monetary value of technical cooperation and knowledge transfer in SSC 

is often quite difficult. 
9 See Li Xiaoyun and Xiao Jing, “The Rise of New SSC: History, Status and Challenges”, Finance Center for SSC, 

Towards 2030: The Changing Role of SSC in the Global Development System, Social Sciences Academic Press, 

2017, pp. 54-55. 



the developed countries’ strategic vigilance or containment of SSC has always been 

there. The Challenge to the South: The Report of the South Commission points out 

sharply that in order to establish a link among developing countries, the South has to 

fight the habit of relying on the old relations with the North, and therefore these 

weaknesses are particularly serious. Relations with the North are backed by powerful 

domestic and foreign interest groups, including transnational corporations, which 

often seek to impede the establishment of South-South economic linkages by 

spreading doubts about the capabilities and intentions of the potential partners of the 

South.10 In fact, while the international community has a consensus on reform, it has 

been slow to take substantive reform actions to address the asymmetric nature of the 

decision-making mechanisms for global economic governance. It was not until the 

global financial crisis struck in 2008, when developed countries needed the support of 

emerging market countries, that it was made clear in the Communiqué of the first G-

20 Summit in November 2008 that reform of the international financial institutions 

should be carried out “to adapt to the changes in the world economy and the new 

challenges of globalization, and that emerging markets and developing countries, 

including the poor countries, must have a greater voice and greater 

representativeness.” 11  The 2009 Pittsburg Summit committed to “a shift in 

International Monetary Fund (IMF) quota share to dynamic emerging markets and 

developing countries of at least 5% from over-represented countries to under-

represented countries using the current quota formula as the basis to work from.” The 

World Bank will adopt a dynamic formula that generates an increase of at least 3% of 

voting power for developing countries.12 That is to shift at least 5% of the quota share 

to dynamic emerging markets and developing countries, achieving a shift of more 

than 6%, while at the same time protecting the share of voting rights of the poorest 

member states. According to reallocated quota shares after the reform, the United 

States’ quota share will fall from 17.66% to 17.39%, although it still maintains the 

veto power in making super important decisions.13 Under the reform program, the 

voice and representativeness of emerging markets and developing countries have been 

significantly improved. But the IMF reform program, which took five years to 

finalize, did not come into force until January 2016, due to hold-up in the US 

Congress for its ratification. 

2.3.4 South-South exchanges need to be further strengthened 

Compared with North-South exchanges, South-South exchanges remain in a 

secondary position. Such exchanges include not only such economic exchanges as 

trade and investment, but also broader information exchanges in areas such as culture, 

development and policy. The lack of smooth information communication among each 

other has resulted in limited mutual understanding in SSC, making such cooperation 

vulnerable to the influence of third-party information. If there is a lack of 

objectiveness and impartiality in the information from third parties, one can imagine 

the negative impact it will have on SSC. Given that Western countries’ monopoly on 

the media and information resources is hard to shake in the short t, Southern countries 

need to rely on Western media rather than direct exchange in order to understand each 

                                                        
10 “The Challenges to the South: The Report of the Southern Commission”, translated by Zhang Xiaoan, Ding 

Jianzhong, Zhang Qiyue, Li Jun, Wang Xiaolong, Yu Qingtai, et al. translated by Zhong Shukong et al., China 

Translation and Publishing Corporation, 1991 edition, pp. 134. 
11 G20 Washington Summit Leader’s Statement, November 15, 2008. 
12 G20 Leader’s Statement the Pittsburgh Summit, September 24-25, 2009. 
13  IMF: “IMF Executive Board Approves Major Overhaul of Quotas and Governance”, November 5, 2010, 

http://www.imf.org/external/chinese/np/sec/pr/2010/pr10418c.pdf. 



other. In recent years, countries of the South have also begun to pay attention to direct 

media for information exchange, but such direct media’s influence remains quite 

limited. 

2.4 the interrelationship between BRI and SSC 

The BRI, a top-level design of China’s opening-up and economic diplomacy in 

the new era, is a Chinese proposal and a Chinese plan for global cooperation, 

development and common prosperity in the new era. The BRI, upholding the 

principle of extensive consultation, joint contribution and shared benefit, is an 

international cooperation platform, which adheres to the spirit of peaceful 

cooperation, openness and inclusiveness, mutual learning, mutual benefit and shared 

success. The implementation of the BRI is not based on such standards as ideology, 

development path, development model or the level of development, but through 

exchange and cooperation on policy, infrastructure, trade, finance, people-to-people 

interactions so as to achieve mutual benefit and win-win results. This is the biggest 

difference that sets the BRI apart from other initiatives. The objective of the BRI is to 

promote connectivity on the Eurasian and African continents and their nearby oceans, 

establish and strengthen the partnerships among BRI countries in connectivity, and 

build an all-dimensional, multi-layered and composite connectivity network to 

achieve diversified, independent, balanced and sustainable development of countries 

along the B&R.”14 

The BRI is based on China’s own development experience and its experience in 

engaging in SSC. Although the BRI is proposed by China, it belongs to the entire 

Global South. The principle of extensive consultation, joint contribution and shared 

benefit, which the BRI advocates, reflects China’s long-standing conviction in 

equality with regard to participation in SSC. The five areas of cooperation that are the 

focus of the BRI also combine China’s 40 years of domestic experience in reform and 

opening up, as well as its historical experience in engaging in SSC. In 2017, The State 

of SSC, a report of the Secretary-General of the United Nations to the United Nations 

General Assembly, points out “the BRI championed by China, with over 100 

countries expressing interest in partnership, will provide new opportunities and 

impetus for international collaboration, including SSC. The initiative focuses on 

promoting policy coordination, connectivity of infrastructure and facilities, 

unimpeded trade, financial integration and closer people-to-people ties.”15 As such, 

we believe that SSC constitutes an important basis for the BRI while the BRI is SSC’s 

sublimation from concept to reality. It will also inject new impetus to SSC. 

2.4.1 SSC constitutes an important basis for BRI 

In terms of the geographical scope of the BRI, the countries along the B&Rs in 

Central Asia, West Asia, North Africa, Central and Eastern Europe, South Asia, 

Southeast Asia and Oceania are predominantly developing countries. In addition, the 

BRI has so far extended to the African and the Latin American regions. Thus, the 

main partners of the BRI are the large number of developing countries of the South. 

The Initiative is essentially an important practical innovation of the models for 

                                                        
14 National Development and Reform Commission, Ministry of Foreign Affairs, Ministry of Commerce, “The 

Vision and Actions on Jointly Building Silk Road Economic Belt and 21st Century Maritime Silk Road”, March 

28, 2015, https://www.yidaiyilu.gov.cn/yw/qwfb/604.htm.   
15 United Nations General Assembly document A/72/297 “The State of SSC”, 

http://digitallibrary.un.org/record/1302932/files/A_72_297-CN.pdf (visited on August 2018)  
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cooperation among developing countries, which in fact requires that the basic 

principles of South-Southern Cooperation be fully upheld in the implementation of 

the BRI. In terms of the design of China’s BRI, the basic principles of South-Southern 

Cooperation have been fully reflected in the Initiative. Such basic principles of South-

Southern Cooperation include respect for national sovereignty, ownership and 

independence, equality, non-conditionality, non-interference in domestic affairs and 

mutual benefit. 16  The Vision and Actions on Jointly Building Silk Road Economic 

Belt and 21st Century Maritime Silk Road published by the Chinese government in 

2015 also makes clear the principle of “joint contribution”, which includes: 

The BRI is in line with the purposes and principles of the United Nations 

Charter. It upholds the Five Principles of Peaceful Coexistence: mutual respect for 

each other’s sovereignty and territorial integrity, mutual non-aggression, mutual non-

interference in each other’s internal affairs, equality and mutual benefit, and peaceful 

coexistence. 

The BRI is open for cooperation. It covers, but is not limited to, the area of the 

ancient Silk Road. It is open to all countries, and international and regional 

organizations for engagement, so that the results of the concerted efforts will benefit 

wider areas. 

The BRI is harmonious and inclusive. It advocates tolerance among 

civilizations, respects the paths and modes of development chosen by different 

countries, and supports dialogues among different civilizations on the principles of 

seeking common ground while shelving differences and drawing on each other’s 

strengths, so that all countries can coexist in peace for common prosperity. 

The BRI follows market operation. It will abide by market rules and 

international norms, give play to the decisive role of the market in resource allocation 

and the primary role of enterprises, and let the governments perform their due 

functions. 

The BRI seeks mutual benefit. It accommodates the interests and concerns of all 

parties involved, and seeks a convergence of interests and the “biggest common 

denominator” of cooperation so as to give full play to the wisdom and creativity, 

strengths and potentials of all parties.17  
Thus, the principle of SSC constitutes an important foundation for the BRI. At 

the same time, the BRI also emphasizes the principle of extensive consultation, joint 

contribution and shared benefit. “Extensive Consultation” means communication and 

consultation, emphasizing mutual respect and equality so as to have the effect of 

seeking common ground while shelving differences. Countries along the B&R differ 

greatly in terms of the level of development, economic scale, economic structure, 

legal system and cultural norms. Based on extensive consultation, BRI countries can 

engage in the consultations as equal participants, take into account the interests and 

concerns of all parties and seek the converging areas of interests and the largest 

common denominator of cooperation in order to gather strength and pool wisdom 

from all parties. “Joint Contribution” means to jointly participate in and closely align 

with the development strategies and development resources of the countries and 

regions concerned, optimize resource allocation, and mobilize the active participation 

of various parties in order to realize the complementarity of advantages. “Shared 
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Benefit” means to achieve mutual benefit and win-win results so that the BRI could 

benefit the peoples of all countries. The three elements, mutually reinforcing and 

inseparable, form an organic and unified whole. Joint contribution can only happen on 

the basis of extensive consultation; whereas only joint contribution can result in truly 

shared benefit. Unlike many other regional cooperation arrangements, the BRI 

cooperation has no preconditions, and does not deliberately emphasize that all 

participating countries should follow the same set of standards. Any country, 

regardless of its political system and economic system, can participate as long as it 

shares the idea of cooperation and has the will to do so. The BRI, which respects the 

choices made by countries in accordance with their own national conditions and 

stages of development, embodies not only equality of opportunities but also equality 

in a practical sense. It can be said that the basic principles of SSC are highly 

consistent with the principles upheld by the BRI, and that the principle of extensive 

consultation, joint contribution and shared benefit embodies not only the non-

conditionality, equality and mutual benefit principles of the SSC, but also the 

sublimation of the traditional SSC principles and concepts. 

2.4.2 BRI provides SSC with new impetus and development opportunities  

The BRI involves diplomacy, connectivity, trade and economic cooperation, 

financial cooperation, people-to-people bonds, regional governance and so forth, 

transcends the inherent model of traditional SSC that is limited only to mutual 

economic assistance, and highlights China’s new thinking in the new era to seek 

strengthened cooperation with other developing countries and cultivate win-win 

global cooperation through a transformed model of cooperation. The B&R is Chinese 

wisdom and a Chinese plan for tackling difficult issues facing human development. It 

will help to meet the aforementioned challenges facing SSC and will have a far-

reaching impact on the future SSC process. 

 

1. BRI is conducive to addressing imbalances in global development 

The BRI aims to promote cooperation between countries to achieve common 

prosperity and progress by narrowing the development gap between the North and 

South. After the international financial crisis, the world economy has experienced 

profound adjustment and a growing gap between the rich and poor, along with a rising 

trend in anti-globalization and populism. The root cause behind all these is still the 

imbalance in development. With its focus on development, which is the fundamental 

issue, the BRI, holding fast to development as the largest common denominator and 

insisting that development is the key to solve all problems, unlocks the development 

potential of all countries. The BRI countries, most of which developing ones, are at a 

relatively low level of industrialization and urbanization, and therefore face a 

daunting task to modernize. According to statistics, most of the BRI countries and 

regions are Southern countries. Their per capita GDP is still very low, less than half 

the world average. The industrialization rate of more than 2/3 of them is lower than 

the global average. It is impossible for any individual country to establish a good 

infrastructure network by itself. As a collective agenda, the BRI helps mobilize and 

aggregate resources, whether through partnerships or through cooperation between 

institutions. According to the latest World Bank study, facilities connectivity under the 

BRI will stimulate growth in trade and outbound investment, thereby driving global 

economic growth and creating new economic growth centers along the economic 



corridors, thus improving global and regional imbalances. 18  A report released in 

September 2018 based on US aid data also shows that China-supported connectivity 

projects help to reduce economic inequalities between and within countries, creating 

positive economic externalities.19 

 

2. BRI has broadened and deepened the scope and content of SSC 

The BRI, with policy coordination, facilities connectivity, unimpeded trade, 

financial integration and people-to-people bonds as the main areas and content of 

cooperation, is a significant extension and expansion of the traditional content of 

SSC, which is based on trade, aid and technical cooperation. This initiative focuses 

not only on cooperation in the economic field, but also on cooperation in the areas of 

society, humanities, science and technology, and ecological environment; not only on 

policy coordination and institutional alignment among countries, but also on the 

convergence and connectivity of infrastructure; not only on cooperation at present but 

also on creating conditions and laying the groundwork for future cooperation. The 

BRI extends the traditional SSC to the following areas. 

The first area is facilities connectivity. Modernized and networked infrastructure 

is an important condition for economic takeoff and an essential support for 

sustainable development. Countries along the B&R generally have suffered from poor 

infrastructure and poor infrastructure links between countries, which has severely 

hampered regional economic development. Yet the importance both North-South 

Cooperation and SSC have attached to this area has been far from enough ever since 

the 1980s, while aid effectiveness has been less than satisfactory. According to 

McKinsey & Company, as of March 2015, some 1,300 mega-infrastructure projects 

with a total investment of US$4 trillion had been announced for the Asian region. 

Infrastructure connectivity is a priority area for the BRI. It focuses on building 

international economic cooperation corridors, harmonizing policies, rules and 

standards, strengthening the connectivity with countries and regions in terms of 

infrastructure planning and quality and technical systems, and cooperating in customs, 

inspection and quarantine and border management, so as to meet the strong demand 

for connectivity in the Global South. 

The second area is industrial development and structural upgrading. Industrial 

development and structural upgrading are common tasks facing all countries. After 

years of development, countries have formed their own advantages in industrial 

development. For example, China has a clear advantage in high-speed rail, nuclear 

power and engineering machinery; India has a clear advantage in the fields of service 

outsourcing and software industry. Cooperation in industrial development can not 

only accelerate the expansion of the total scale of modern industries in the relevant 

countries, but also accelerate the upgrading of their national economic structures. 

The third area is trade and investment cooperation. Compared with the trade 

cooperation in traditional SSC, the BRI attaches more importance to the improvement 

of trade and investment promotion mechanisms, and to the signing or updating of 

treaties and agreements on trade and investment facilitation with the relevant 

countries along the B&Rs; it attaches more importance to outward foreign direct 

investment, and promoting trade development and industrial development through 

                                                        
18 On May 16, 2018, the China Center for International Knowledge on Development and the World Bank 

Representative Office in China jointly held a seminar on the Economics of the BRI in Beijing, at which the World 

Bank team presented the preliminary results of their study on the economics of the BRI. 
19 Richard Bluhm, Axel Dreher, Andreas Fuchs, Bradley Parks, Michael Tierney, Austin Strange, “Connective 

Financing: Chinese Infrastructure Projects and the Diffusion of Economic Activity in Developing Countries”, 

Working Paper 64, September 2018. 



investment in advantageous capacity cooperation, equipment manufacturing, 

infrastructure cooperation and building trade and economic cooperation zone; it 

attaches more importance to promoting balanced two-way trade, building trade and 

economic exchange platforms such as holding the Import Export, further opening up 

the market to the countries of the South, and cultivating new areas of trade growth 

through strengthening cross-border e-commerce cooperation. 

The fourth area is environmental governance and ecological protection. For BRI 

countries, protecting the environment and promoting green development is a 

particularly severe challenge. In the countries along the B&R, many places have a 

fragile ecological system, harsh natural conditions and poor bearing capacity for 

economic development and human activities. However, the region’s economy is 

relatively underdeveloped, and the conflict between development and the ecological 

system is particularly prominent. Meeting the challenges together in the field of 

ecological environment, and strengthening the SSC in ecological protection has been 

a major theme in the developing the B&R. 

The fifth area is building innovation and development capacity. In the long run, 

development capacity is the decisive factor for a country to become a high-income 

society and realize modernization. Technology and talent are the two basic factors in a 

country’s development capacity. In most countries along the B&R, education is 

relatively backward, human resources are scarce, science and technology are at low 

levels, and innovation capacity is insufficient, which makes it difficult for these 

countries to adapt to the general trend of rapid technological progress and continuous 

industrial upgrading. Compared with the technical cooperation in traditional SSC, the 

BRI attaches great importance to open cooperation in technological innovation, the 

exchange and mutual learning on theoretical innovation, and the exchange and 

cooperation of innovation talent. Specifically, there are three aspects: first, the BRI is 

committed to seizing the opportunities brought about by the new industrial revolution, 

promoting international cooperation in scientific research projects, focusing on 

strengthening cooperation in frontier areas such as the digital economy and artificial 

intelligence; second, it is building a network of cooperation amongst think tanks to 

provide intellectual support to other countries in exploring new development paths; 

third, it is strengthening exchanges with relevant countries along the B&Rs in 

scientific talent, and training various types of professionals through collaborations. In 

fact, China has also taken substantive actions in this regard. China has pledged to 

provide 10,000 government scholarships to countries along the B&R each year and 

providing training on the subject of connectivity for 20,000 people in neighboring 

countries over the next five years. China has also established scientific research and 

education training bases in Africa and the Central Asian region. It is believed that 

more and more countries along the B&R will join in capacity building cooperation in 

the future. 

The sixth area is development knowledge and people-to-people bonds. The BRI 

not only supports developing countries in their bid to explore diversified approaches 

to development, but also attaches importance to cooperation in development 

knowledge in areas such as governance. China has also set up in particular a Center 

for International Knowledge on Development, with a special focus on the research 

and exchange of development theories and development practices. Whereas 

traditional SSC mainly takes place at the government level, the BRI takes people-to-

people bonds as one of the “five connectivity” to support people-to-people exchanges 

and cooperation at multiple levels and in multiple areas, promote innovation in mutual 

learning and cultural integration among civilizations, place core focus on such 



livelihood areas as education, health, disaster relief and poverty reduction, and 

encourage “bottom-up” cooperation. This will help enhance public understanding and 

support for SSC. 

 

3. BRI provides new financing channels and financing modalities for SSC 

Financing bottlenecks are a prominent challenge to effective SSC. Innovation on 

the financing channels for facilities connectivity is key to developing the B&R. 

Strengthening financial cooperation and promoting money circulation and financing 

can create a stable financing environment for the BRI and SSC, and also help to guide 

all sources of capital to participate in developing the real economy and creating the 

value chain, thus promoting sound economic development of the Southern countries. 

China has carried out various forms of financial cooperation with relevant BRI 

countries and related institutions, promoting the creation of a network of financial 

institutions and financial services, and innovating financing mechanisms to support 

BRI development and SSC. These new financial mechanisms and the World Bank and 

other traditional multilateral financial institutions each have a different focus, and are 

complementary to one another. Together they form a clearly structured BRI financial 

cooperation network of considerable scale. 

First, it creates new cooperation platforms and financing mechanisms. On 

December 25, 2015, the China-proposed Asian Infrastructure Investment Bank (AIIB) 

was formally established, with a legal capital of US$100 billion, focusing on 

supporting regional connectivity and industrial development. As of August 2018, the 

AIIB has 87 members and has provided US$5.34 billion in loans to 28 projects, 

involving urgently needed projects in the areas of energy, transport and urban 

development in Indonesia, Tajikistan, Pakistan, Bangladesh and other countries.20 In 

December 2014, China contributed US$40 billion to set up the Silk Road Fund, 

which, with an initial registered capital of US$10 billion, provides funding support to 

the BRI development through a variety of methods, including primarily equity-based 

approaches. In May 2017, President Xi Jinping announced at the opening of the B&R 

Forum for International Cooperation that China would increase funding support for 

the BRI development by contributing an additional capital of RMB100 billion to the 

Silk Road Fund. As of May 2018, the Silk Road Fund has signed 19 projects, and 

pledged to a total cumulative investment of approximately US$7 billion. The projects 

the Fund has supported involve a total investment of US$80 billion, and cover 

infrastructure, resource utilization, capacity cooperation, and financial cooperation in 

Russia, Mongolia, Central Asia, South Asia, and Southeast Asian. The Silk Road Fund 

also invested US$2 billion in the establishment of the China-Kazakhstan Capacity 

Cooperation Fund. China proposed a coordinated investment and financing 

cooperation framework between China and Central and Eastern Europe (CEE), which 

would provide financing support to the CEE region through a coordinated effort by 

multiple financing mechanisms including a US$10 billion special loan and a Central 

and Eastern European Investment Cooperation Fund. The Industrial and Commercial 

Bank of China (ICBC) led the incorporation of the China-Central and Eastern Europe 

Financial Holdings Limited and the establishment of the China-Central Eastern 

Europe Fund. 

Second, it strengthens the alignment of the financial cooperation mechanisms. 

The BRI has strengthened the financial cooperation between China and the ASEAN 

and the Central Asian region. It has brought into play the role of the financial 
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cooperation mechanism between the ASEAN and China-Japan-ROK (10+3), the 

Shanghai Cooperation Organization (SCO) Finance Ministers’ and Central Bank 

Governors’ Meeting, the SCO Interbank Consortium, the Executives’ 

Meeting of East Asia and Pacific Central Banks (EMEAP), the Chinese-ASEAN 

Interbank Consortium, and the Meeting of the Central Bank Governors’ Club 

of the Central Asia, Black Sea Region and Balkan Countries and other mechanisms, 

in order to strengthen financial policy coordination. It has promoted the Chiang Mai 

Initiative Multilateralization and established a regional foreign exchange reserve of 

US$240 billion to foster regional financial stability. China also formally joined the 

European Bank for Reconstruction and Development in January 2016, and has 

deepened exchange and cooperation with the transition economies of Central and 

Eastern Europe through high-level exchanges, joint financing, trade and investment 

cooperation and policy coordination. 

Third, it deepens cooperation among financial institutions and financial markets. 

The Chinese government encourages development and policy financial institutions to 

actively participate in the BRI financial cooperation. China Development Bank 

(CDB) has strived to establish policy coordination mechanisms with participating 

countries, focusing on major projects to deepen financial cooperation. By the end of 

2017, it had supported over 600 projects in the BRI participating countries, with a 

loan balance of about US$113.3 billion. The CDB is also strengthening the efforts to 

implement the outcomes of the B&R Forum for International Cooperation, so as to 

ensure that the special lending scheme worth RMB250 billion equivalent will be 

implemented.21 By the end of March 2018, the China Import and Export Bank had 

signed more than 1,200 projects in the BRI countries, with a loan balance of more 

than RMB670 billion spreads across over 50 countries.22 As of June 2017, Sinosure 

had insured over US$480 billion in the exports and investment of countries along the 

B&R, and had covered more than 1,200 large complete plant export projects, project 

contracting and investment projects.23 By the end of 2016, a total of nine Chinese 

banks had set up 62 primary branch offices in 26 BRI countries, while 54 banks from 

20 BRI countries had set up six subsidiaries, 20 branches and 40 representative 

offices in China.24 

Fourth, it expands local currency swap and cross-border settlement. China has 

signed local currency swap agreements with 24 countries and regions along the B&R, 

with a total value of RMB3.3 trillion. China has also signed with Vietnam, Mongolia, 

Laos and Kyrgyzstan local currency settlement agreements covering border trade, and 

signed with Russia, Kazakhstan, Belarus and Nepal local currency settlement 

agreements covering general trade and investment. There are 23 RMB clearing banks, 

six of which are along the B&R. Direct transactions of RMB against 21 non-US dollar 

currencies are conducted through the interbank foreign exchange market of China. A 

RMB cross-border interbank payment system (CIPS) has been established to provide 

services to domestic and foreign financial institutions engaged in RMB business. 

Fifth, it strengthens financial regulatory cooperation. China has been pushing for 

the signing of memoranda of understanding on regulatory cooperation so as to 

establish an efficient regulatory coordination mechanism within the region, improve 

the framework for the management and disposal of financial crises, and strengthen the 

                                                        
21 Hu Huaibang: “Better Serve the BRI with Developmental Finance”, People’s Daily, July 16, 2018. 
22 Hu Xiaolian: “Support the B&R with Policy Finance”, People’s Daily, July 26, 2018. 
23 “Press conference on Sinosure supporting the real economy and serving the B&R”, 

http://guangdong.circ.gov.cn/web/site0/tab7926/info4079213.htm. 
24 Wang Zhaoxing: “Chinese Banks Face Risks and Challenges in Serving Belt and Road”, China Finance. 



capacity to jointly respond to financial risks. By the end of 2016, the People’s Bank of 

China had signed memoranda of understanding on cooperation with 42 overseas anti-

money laundering agencies. The China Banking Regulatory Commission had signed 

with 29 countries along the B&R memoranda of understanding on bilateral regulatory 

cooperation or exchanges of letters on regulatory cooperation. The China Insurance 

Regulatory Commission had signed memoranda of understanding on regulatory 

cooperation with BRI countries and joined in the establishment of the Asian Forum of 

Insurance Regulators (AFIR). 

Sixth, it steps up foreign assistance. China’s assistance to developing countries 

is a paradigm for South-South assistance, and has become a unique model of foreign 

assistance. China also established the China International Development Cooperation 

Agency in 2018, marking the entry into a new stage in terms of the institutionalization 

of China’s foreign assistance. In 2011 and 2014, China published two white papers on 

China’s foreign assistance respectively, giving a comprehensive picture of China’s 

assistance to other developing countries.25 According the data released when President 

Xi attended the United Nations Development Summit in 2015, over the past more 

than 60 years, China has actively participated in international development 

cooperation, providing nearly RMB400 billion of assistance to 166 countries and 

international organizations and dispatching more than 600,000 aid workers.26 China 

has also set up a US$3 billion SSC Assistance Fund to support developing countries 

in implementing the Post-2015 Development Agenda and helping to build the B&R. 

 

4. The BRI has brought new mechanisms for cooperation. 

The BRI emphasizes strategy alignment with countries along the B&R through 

an open and inclusive cooperation mechanism, thus forming an institutionalized 

network of SSC. The BRI is not intended to replace existing regional cooperation 

mechanisms and initiatives, but to promote strategy alignment between countries 

along the B&R on the existing basis.27 In terms of cooperation mechanisms, China 

has actively promoted the signing of memoranda of understanding on BRI 

cooperation or the formulation of bilateral cooperation plans with the countries along 

the B&Rs, in the context of equal consultation and mutual benefit. It has been 

specifying the plans and roadmaps on building the B&R so as to set up a cooperative 

mechanism and platform suited to the current development requirements and future 

development directions of the BRI countries. Such regional cooperation mechanisms 

are connected with the existing multilateral and bilateral cooperation mechanisms 

such as the Eurasian Economic Union, the Shanghai Cooperation Organization, the 

China-ASEAN cooperation, and the Greater Mekong Sub-region Economic 

Cooperation, thus forming a mutually compatible and institutionalized SSC network. 

China has worked together with the BRI countries in creating a multi-level 

cooperation mechanism. 

First is the high-level support. High-level visits provide a strong political 

impetus to building the B&R and deepening SSC. Since the BRI was proposed, 

Chinese President Xi Jinping and Premier Li Keqiang have traveled extensively inthe 

B&R regions of Central Asia, Southeast Asia, South Asia, and Central and Eastern 

Europe. Promoting the development of the BRI has been an important part of the 
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high-level visits. With the BRI positively received in relevant countries and by 

relevant international organizations, these visits bore a series of fruitful results, 

including consensus building, signing of cooperation agreements, progress in major 

projects, and expanded exchanges and cooperation in various fields. China has also 

established the B&R Forum for International Cooperation, which is held every two 

years, with China providing leadership and resources. The Forum is to provide a 

policy coordination platform for Southern countries to promote mutual cooperation. 

The second is strategy alignment. China strives to promote the alignment 

between the BRI and the development strategies of the countries along the B&R so as 

to seek the largest common denominator of cooperation. Kazakhstan’s “Bright Road”, 

Saudi Arabia’s “Saudi Vision 2030”, Mongolia’s “Prairie Road Program”, the Master 

Plan on ASEAN Connectivity 2025, Poland’s “Responsible Development Strategy”, 

Indonesia’s “Global Maritime Axis Doctrine”, Turkey’s “Middle Corridor Initiative”, 

Serbia’s “Reindustrialization” strategy, the APEC Connectivity Blueprint, the 

Eurasian connectivity cooperation, and the United Nations Agenda 2030 for 

Sustainable Development are all highly aligned with the BRI. China calls for 

concerted efforts with relevant countries and international organizations to implement 

these initiatives. 

The third is multilateral and bilateral mechanisms. China and the BRI countries 

have established of a rather comprehensive cooperation mechanism on the basis of 

mutual respect and mutual trust. With bilateral dialogue being the main channel of 

policy coordination, China and relevant countries have continuously strengthened the 

role of their bilateral mechanisms so as to serve such key areas of BRI cooperation as 

service connectivity, trade and investment, capacity cooperation and human exchange. 

Chinese government agencies will also build a number of centers for promoting 

cooperation in related countries, and push for the expeditious implementation of the 

BRI cooperation agreements previously signed. China attaches importance to 

maintaining and promoting the role of multilateral mechanisms. It has carried out 

dialogues on cooperation through such platforms as the SCO Summit, the 

Confidence-Building Measures in Asia (CICA) Summit, the Forum on China-Africa 

Cooperation (FOCAC), the China-Pacific Island Countries Economic Development 

and Cooperation Forum, the Pan-Beibu Gulf Economic Cooperation Forum, and the 

CPC in Dialogue with the World conference, among others. China has organized the 

China-ASEAN Expo, China-Eurasia Exposition, China-Arab State Expo, China-

South Asia Expo and China-CEEC (Central and Eastern European countries) 

Investment and Trade Expo and other large expositions, which have played a bridging 

role on the commercial front. China has used consular consultations and other 

platforms to improve the diplomatic coordination mechanism so as to create favorable 

conditions for personnel exchange and security in building the B&R.  

The fourth is the “track two” dialogues as well as exchanges and cooperation. 

Through inter-party, inter-parliament, local and people-to-people exchange channels, 

China and the BRI countries have carried out multiple forms of exchanges and 

cooperation, which helped to enhance mutual understanding between the peoples of 

all related countries, and foster broad consensus on the BRI. China has intensified the 

exchange and cooperation between think tanks, and has established such cooperation 

mechanisms as the B&R Think Tank Alliance. The Chinese government has set up the 

Institute of SSC and Development at Peking University to share governance 

experience with developing countries and train high-level talent in government 

management. The Development Research Center of the State Council of China and 

relevant international think tanks jointly launched the Silk Road Think Tank Network 

http://www.sscd.pku.edu.cn/faculty1757/facultyprofile1772/index.html


(SILKS) in a bid to create a cooperation platform and a collaboration network for 

global think tanks. China has been promoting media exchange and cooperation by 

organizing media forums and personnel visits, and carrying out cooperation in 

publishing articles in each other’s press, holding joint interviews, co-producing 

programs, conducting training and so forth. China has been promoting exchanges in 

the fields of women, youth, entrepreneurship and employment, and sharing ideas and 

experiences in promoting social equality and progress. These wide-ranging dialogues 

and exchange activities, which are mutually reinforcing with inter-governmental 

cooperation, have built a sustained public opinion base for building the B&R.  

The fifth area is cooperation in third-party markets. Based on their 

complementary advantages in technology, capital, production capacity and market, 

China and relevant developed countries have cooperated in third-party countries along 

the B&R under the principle of extensive consultation, joint contribution and shared 

benefit, as well as the laws of the market, in order to promote mutual benefit and 

shared success. It is worth mentioning that in contrast to the sensitive and limited 

nature of the “tripartite cooperation” in SSC, the BRI encourages “third-party market 

cooperation”. For example, in June 2015, China and France issued a Joint Statement 

on Third-party Market Cooperation in Paris, stating that China and France were 

willing to encourage and support enterprises of the two countries to carry out or 

strengthen cooperation in third-party markets, and underlining the principles to be 

followed in third-party market cooperation. These principles include the following: 

(1) enterprise-driven cooperation with government support; (2) equal consultation and 

mutual benefit (adhering to the principle of joint project determination by all three 

countries, with third-country consent, third-country participation and benefit for the 

third-country); and (3) complementarity, mutual benefit, openness and inclusiveness. 

The Statement identified such key areas as infrastructure and energy, transport, 

agriculture, health, climate change, finance and insurance. It also emphasized the 

importance of knowledge cooperation, and encouraged businesses, think tanks and the 

NGOs to strengthen exchanges on third-party market cooperation by way of 

conducting joint research, sharing of experience in cooperation, exchanging 

information on the third-country’s policies, economy, laws and so on, and comparing 

notes on their respective official development assistance policies in third countries, 

and jointly strengthening risk assessment and prevention. 

 

5. The BRI helps build a new order for global economic governance. 

Promoting the building of a just and rational new international economic order 

and achieving lasting peace, prosperity and stability has always been the goal and 

direction of SSC. The BRI is dedicated to building a community of shared interests, a 

community of shared responsibilities and a community with a shared future where 

different civilizations can integrate with one another harmoniously. It is aimed at 

promoting incremental reform of the existing international order and international 

rules, providing new ideas and solutions for improving the global governance system, 

and serving as a cooperation platform for all related countries to achieve common 

development. 

The BRI helps to drive innovation in global economic governance concepts. 

Operating in a system completely different from the traditional great-power 

framework, the BRI has become one of the most open governance platforms in the 

world in that it does not restrict the participation of the relevant countries due to 

differences in ideology, economic system and political system. The BRI upholds the 

principle of extensive consultation, joint contribution and shared benefit, and 



encourages the wide participation of emerging developing countries and international 

organizations. There is no relative superiority or inferiority, or any special interests 

amongst the participating members. The appeals of all parties are protected. By 

operationalizing the governance concept of “cooperation and win-win”, the BRI has 

helped mitigate the various variables that can result from the global imbalances in the 

current governance system. The concept of global economic governance advocated by 

the BRI is one in which all countries participate, contribute and benefit. It is by no 

means a monopoly or a winner-takes-all proposition. 

The BRI will facilitate a new round of economic globalization. Aimed at 

realizing hard connectivity and soft connectivity, the BRI has connected different 

countries together to create a community with a shared future. The BRI has also 

brought together landlocked countries and marine ones, which in the past had little 

contact with each other. In so doing, the Initiative has enabled them to strengthen 

cooperation in areas of trade, energy, land transport and maritime shipping. By means 

of economic cooperation, the BRI has enabled all countries to achieve mutual benefit 

and win-win results, and encouraged all countries to prioritize economic benefits, thus 

contributing to stable relations among countries and safeguarding the security and 

stability of the countries and the regions. The BRI is also conducive to expanding 

local employment, improving people’s livelihood and promoting economic 

development through infrastructure development. The current economic globalization 

has many deficiencies. Economic crises took place one after another. Globally trade 

protectionism and unilateralism have begun to rise, and are becoming more serious. 

The BRI advocates an open and free trading system, opposes trade protectionism, and 

plays an important role in leading a new round of economic globalization and 

promoting the free flow of global capital. The BRI, which covers many countries and 

regions of the world, is in a position to build a huge trading network to facilitate 

exchanges between these countries and regions, and explore the potential for 

cooperation. The BRI is also committed to working with the ASEAN, the African 

Union and other regional organizations, and actively aligning itself with the BRICS 

countries, the APEC and other organizations to promote regional economic 

integration and economic globalization. 

The BRI is also a supplement to existing international rules. Supported by the 

United Nations, the BRI has been written into UN Security Council resolutions, thus 

fully complementing the international system to become a global institutional 

framework. There is also a high degree of consistency between the United Nations 

2030 Agenda for Sustainable Development and the BRI in concepts, objectives, focal 

areas and implementation paths. Under the current situation of a slow recovery of 

world economy and a severe deficit in global economic governance, the BRI is an 

important measure to improve the discursive power of China and other developing 

countries in global economic governance, and will certainly be a great contribution to 

shaping a just and rational new global economic governance system. 

2.5 Summary 

This chapter briefly analyzes the new situations, new characteristics and various 

challenges faced by SSC in the new era, and holds that SSC constitutes an important 

foundation for the BRI, which goes beyond the traditional scope of SSC and provides 

a new impetus and basis for SSC. The BRI is no longer limited to technical 

cooperation and knowledge exchange. Rather, it covers a broader and more 

comprehensive scope of cooperation, including trade, investment, infrastructure, and 



policy coordination. The BRI has raised the attention of the international community 

to development issues and SSC, especially at the policy and decision-making level of 

developing countries. It has also exceeded the scope of SSC and raised the resources 

and capacity of the latter to a new level. The BRI has also promoted the institutional 

development of SSC and enhanced the discursive power of SSC in the international 

arena. 

  



3. Trade Cooperation between China and BRI Developing 

Countries 

Since 2013, in order to promote the orderly and free flow of economic factors, to 

promote the efficient allocation of resources and the deep integration of the market, 

China has used the BRI and the multilateral mechanisms between the relative 

countries to actively promote the coordination of economic policies of countries along 

the line and develop a deeper regional cooperation with broader scope and higher 

level.28 With the in-depth cooperation of the BRI, the trade relations between China 

and the developing countries along the B&R have also changed. This chapter tells the 

trade cooperation between China and developing countries and economies in 

transition under the background of BRI in terms of trade volume, its regional and 

product structure, complementarity and competitiveness with and economic impact on 

developing countries along the B&R. 

3.1 The Trade Volume and Its Growth 

In spite of trade cooperation between China and developing countries along the 

B&R in trade scale and trade growth, we are gong to also examine that between China 

and transition economies in order to reflect the differences in economic development 

stages and industrial structure. 

As shown in Table 3.1-1, the total trade volume between China and the countries 

along the B&R increased from US$141.168 billion in 2013 to US$151.084 billion in 

2014. However, the scale of trade has shown a downward trend since 2015. This is on 

the one hand due to the downturn in the international economy and the decrease in 

market demand. On the other hand, it is due to the decline in the competitiveness of 

some traditional export commodities of China, and the industry structure has been 

actively adjusted to foster new trade competitive advantages. From the perspective of 

imports, the trade trend between China and the countries along the B&R is consistent 

with China’s trade situation on the whole. However, from the perspective of exports, 

share of trade between China and the countries along the B&R to China’s total 

exports has been increasing year by year. This means that under the framework of the 

BRI, China’s exports to countries along the B&R are increasing, which is not only 

conducive to alleviating the dilemma of China’s industrial restructuring and the 

decline in the competitiveness of traditional export commodities, but also can inject 

new economic vitality into developing countries along the B&R. 

 

Table 3.1-1 Volume of Trade between China and the Countries along BRI  
Billion Dollars, % 

 Year Total trade  
Imports Exports 

Amount  Share  Amount Share  

Countries 

along the 

B&R 

2013 1417.208 717.238 36.78 699.969 31.69 

2014 1510.844 734.730 37.50 776.115 33.13 

2015 1360.246 605.687 36.60 754.559 33.19 

2016 1269.718 560.791 35.32 708.927 33.80 

Developing 

Countries 

2013 1241.747 632.461 32.43 609.286 27.58 

2014 1333.494 651.573 33.26 681.921 29.11 
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2015 1228.298 540.286 32.17 688.012 30.26 

2016 1139.005 500.175 31.50 638.830 30.45 

Transition 

Countries 

2013 156.008 71.494 3.67 84.514 3.83 

2014 154.859 67.800 3.46 87.059 3.72 

2015 112.980 53.849 3.21 59.131 2.60 

2016 111.544 48.449 3.05 63.095 3.01 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

For trade between China and the BRI countries, the proportion of developing 

countries far exceeds that of the dominant economies in the transition economies. 

Among them, the scale of trade between China and developing countries also showed 

a trend of first increase and then decrease while the proportion of exports increases 

year by year. Compared with developing countries, the export trade between China 

and the transition economies has been declining year by year. These show that China 

has mainly increased its exports to developing countries along the B&R. 

 

Table 3.1-2 Growth Rate of Trade between China and Countries along the B&R (%) 

 Year 
Total trade Import  Export  

Chain  Fixed-Base  Chain Fixed-Base  Chain Fixed-Base  

Countries 

along the 

B&R 

2014 6.61 6.61 2.44 2.44 10.88 10.88 

2015 -9.97 -4.02 -17.56 -15.55 -2.78 7.80 

2016 -6.66 -10.41 -7.41 -21.81 -6.05 1.28 

 

Developing 

Countries 

 

2014 7.39 7.39 3.02 3.02 11.92 11.92 

2015 -7.89 -1.08 -17.08 -14.57 0.89 12.92 

2016 -7.27 -8.27 -7.42 -20.92 -7.15 4.85 

Transition 

economies 

2014 -0.74 -0.74 -5.17 -5.17 3.01 3.01 

2015 -27.04 -27.58 -20.58 -24.68 -32.08 -30.03 

2016 -1.27 -28.50 -10.03 -32.23 6.70 -25.34 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

In addition, from the perspective of trade growth rate, the trade development 

between China and the BRI developing countries and transition economies shows 

both similarity and difference. As shown in Table 3.1-2, China’s trade with countries 

along the B&R, trade with developing countries and transition economies all have 

negative chain growth rates and fixed-base growth rates in 2015 and 2016. However, 

in terms of export volume, the fixed-base growth rate of trade between China and 

countries along the B&R is significantly positive, and this growth is mainly reflected 

in the trade between China and developing countries, which shows the potential for 

trade development between China and developing countries along the B&R. 

3.2 Regional and Product Structure of the Trade 

The BRI radiates Asia, Africa, Latin America and Europe. Its geographical span 

is large and there are great differences in the geographical natural environment, 

income level and economic development stage of each region. Therefore, the trade 

structures between China and BRI counties in different regions will also present 

different characteristics. Moreover, there are many types of trade products between 

China and the countries along the B&R, and it is necessary to further examine the 

product structure based on product characteristics. This section examines the trade 



structure between China and the B&R countries mainly from the perspective of 

regions and products to further reveal the trade characteristics. 

3.2.1 Region Structure of the Trade 

Accordingly we can divide BRI countries into regions like Northeast Asia, 

Southeast Asia, South Asia, West Asia, Central Asia, Europe, Africa, Latin America 

and Oceania. Then we are going to examine its trade structure. Table 3.2.1-1 reveals 

total trade, import and export, and proportion of China and countries in different 

regions. 

First of all, from the perspective of trade scale, China’s trade with countries 

along the B&R is mainly concentrated in Northeast Asia, Southeast Asia and West 

Asia. Among them, the volume of trade with Southeast Asia is the largest, and 

remained at about US$450 billion from 2013 to 2016. China’s exports to Southeast 

Asia account for 11% - 12.2% of China’s total exports, and imports from Southeast 

Asia account for 10% - 12% of China’s total imports. It is worth noting that 

regardless of imports or exports, the proportion of trade between China and Southeast 

Asia is increasing. Although the scale of trade between China and Northeast Asia is 

not that large as Southeast Asia, it reached US$369.456 billion in 2013 and 

US$326.893 billion in 2016. China’s imports from Northeast Asia are much larger 

than its exports to Northeast Asia, which leads to a trade deficit. To make it specific, 

China’s imports from Northeast Asia account for about 11.6%-12.6% of China’s total 

imports while exports account for only about 6%. For trade between China and West 

Asia, the trade volume fell from US$277.51 billion in 2013 to $20.262 billion in 

2016. In terms of trade balance, China’s imports from West Asia were greater than 

exports in both 2013 and 2014, showing a trade deficit. But since 2015, China’s trade 

with West Asia has turned into a surplus. 

Second, China’s trade with countries along the B&R involves South Asia, 

Central Asia, Europe, Africa, Latin America and Oceania, but China’s import and 

export trades with these regions are mostly below US$50 billion. Among them, 

exports of China from South Asia and Europe are significantly larger than imports, 

showing a trade surplus. The trade between China and Oceania shows a trade deficit. 

The trade between China and Central Asia, Africa and Latin America has changed 

from trade deficit in 2013 to the trade surplus in 2016. 

 

Table 3.2.1-1 Region Structure of Trade between China and the BRI Countries  
Billion US Dollars, % 

 Year Total  
Import Export 

Amount  Share  Amount  Share  

Northeast  

Asia 

2013 369.456 226.250 11.60 143.206 6.48 

2014 393.031 236.804 12.09 156.227 6.67 

2015 349.174 211.560 12.60 137.614 6.05 

2016 326.893 194.857 12.27 132.035 6.29 

Southeast 

Asia 

2013 443.646 199.559 10.23 244.087 11.05 

2014 480.347 208.241 10.63 272.106 11.62 

2015 471.871 194.476 11.58 277.395 12.20 

2016 452.473 196.307 12.36 256.165 12.21 

South Asia 

2013 96.253 21.005 1.08 75.248 3.41 

2014 106.016 20.187 1.03 85.829 3.66 

2015 111.207 16.963 1.01 94.244 4.15 



2016 110.687 14.847 0.93 95.840 4.57 

West Asia 

2013 277.051 160.355 8.22 116.696 5.28 

2014 304.069 165.445 8.44 138.624 5.92 

2015 235.231 104.966 6.25 130.265 5.73 

2016 202.624 88.701 5.59 113.923 5.43 

Central 

Asia 

2013 50.274 27.033 1.39 23.241 1.05 

2014 45.012 20.959 1.07 24.053 1.03 

2015 32.617 15.054 0.90 17.563 0.77 

2016 30.047 12.078 0.76 17.969 0.86 

Europe 

2013 74.868 23.477 1.20 51.391 2.23 

2014 79.039 26.607 1.36 52.433 2.24 

2015 72.647 23.627 1.41 49.021 2.16 

2016 74.274 22.906 1.44 51.367 2.45 

Africa and 

Latin 

America 

2013 93.274 51.305 2.63 41.969 1.90 

2014 89.087 46.982 2.40 42.105 1.80 

2015 75.996 32.457 1.93 43.539 1.92 

2016 60.819 23.953 1.51 36.865 1.76 

Oceania 

2013 12.385 8.253 0.42  4.132 0.19  

2014 14.243 9.506 0.49  4.738 0.20  

2015 11.503 6.584 0.39  4.919 0.22  

2016 11.903 7.141 0.45  4.762 0.23  

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

Thirdly, according to the average annual import and export from 2013 to 2016, 

we can distinguish the main partners of China with the countries along the B&R. To 

make it specific, China’s top ten trading partners under framework of B&R are South 

Korea, Malaysia, Vietnam, Russia, Singapore, Thailand, India, Saudi Arabia, 

Indonesia and South Africa. 

 

Table 3.2.1-2 China’s Major Trading Partners in BRI Countries (Billion Dollars, %) 

Partner Countries 
Exports Imports 

Rank Amount Share  Rank Amount Share  

South Korea 1 96.623 13.15 1 176.666 27.14 

Malaysia 6 43.481 5.92 2 54.588 8.39 

Vietnam 2 59.857 8.13 8 25.950 4.15 

Russia 5 43.841 5.97 5 36.695 5.61 

Singapore 4 47.795 6.50 7 28.622 4.40 

Thailand 7 35.620 4.85 4 38.139 5.90 

India 3 54.819 7.46 14 14.615 2.22 

Saudi Arabia 11 19.895 2.71 3 38.901 5.81 

Indonesia 8 35.612 4.85 10 24.302 3.70 

South Africa 14 15.309 2.09 6 36.334 5.44 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

As can be seen from Table 3.2.1-2, among the countries along the B&R, South 

Korea is largest trading partner of China with the highest import and export, of which 

imports account for 27.14% of China’s total imports and exports account for 13.15% 

of China’s total exports. And the import far exceeds the export, which leads to a trade 

deficit. Exports of China to Vietnam, Russia, Singapore, India and Indonesia far 



exceed its imports, showing a trade surplus. However, China’s imports from Saudi 

Arabia and South Africa are both greater than that of exports, showing trade deficits. 

In general, an average of 62% of China’s exports to countries along the B&R 

flowed to the top 10 trading partners between 2013 and 2016. And about 73% of the 

China’s import trade is from these top ten trading partners along the B&R. 

3.2.2 Product Structure of the Trade  

1. Product structure based on SICT 

We can use Standard International Trade Classification (SITC), Broad Economic 

Classification (BEC) and the factor density method to investigate the trade product 

structure of China and the countries along the B&R. First, trade products can be 

classified into food and live animals, beverages and tobacco, non-edible raw 

materials, fossil fuels, animal and vegetable oils, chemicals, manufactured goods, 

machinery and transportation and miscellaneous products and other unclassified 

products in total 10 categories in accordance with the SITC first digit. Table 3.2.2-1 

and Table 3.2.2-2 is trade product structures classified according to SITC, which 

reflect the export, import and share in China’s total trade with countries along the 

B&R. 

First, as shown in Table 3.2.2-1, China’s export to countries along the B&R is 

mainly concentrated in SITC-6, SITC-7 and SITC-8, including finished goods 

classified by raw materials, machinery and transportation and equipment and 

miscellaneous products. The total exports of these three categories of products in year 

2013, 2014, 2015 and 2016 were US$602.475 billion, US$666.159 billion, 

US$651.502 billion and US$605.903 billion respectively. In terms of share, the sum 

shares of SITC-6, SITC-7 and SITC-8 accounted for more than 85% on average of the 

total of all export products. The sum share of each year was 86.07%, 85.84%, 86.34% 

and 85.47% respectively, indicating that China’s exports to countries along the B&R 

are highly concentrated, and are mainly manufactured goods. In addition, by dividing 

countries along the B&R into developing and transition ones, we can find that China’s 

trade with both are also concentrated on manufactured goods classified by raw 

materials, machinery and transportation equipment and miscellaneous products. 

 

Table 3.2.2-1 Amount and share of Export Products by SITC (Billion Dollars, %) 

  Year Export SITC0 SITC1 SITC2 SITC3 SITC4 SITC5 SITC6 SITC7 SITC8 SITC9 

Countries 

along the 

B&R 

2013 Amount 19.952 0.915 5.656 17.746 0.142 52.77 165.79 277.97 158.715 0.312 

  Share  2.85 0.13 0.81 2.54 0.02 7.54 23.69 39.71 22.67 0.04 

2014 Amount 21.903 0.99 6.438 18.982 0.165 61.312 189.914 302.038 174.207 0.166 

  Share 2.82 0.13 0.83 2.45 0.02 7.9 24.47 38.92 22.45 0.02 

2015 Amount 22.439 0.953 5.782 13.888 0.129 59.351 184.106 304.377 163.019 0.515 

  Share 2.97 0.13 0.77 1.84 0.02 7.87 24.4 40.34 21.6 0.07 

2016 Amount 23.975 1.009 5.485 14.181 0.151 56.277 170.655 291.629 143.619 1.945 

  Share 3.38 0.14 0.77 2 0.02 7.94 24.07 41.14 20.26 0.27 

Developing 

Countries 

2013 Amount 17.157 0.879 5.35 17.272 0.13 47.991 145.903 247.329 126.972 0.303 

  Share 2.82 0.14 0.88 2.83 0.02 7.88 23.95 40.59 20.84 0.05 



Source: Calculated according to United Nations Commodity Trade statistics database. 

 

Secondly, as shown in Table 3.2.2-2, category of China’s largest import product 

from countries along the B&R are machinery and transportation equipment (SITC7), 

increasing from 28.30% in 2013 to 35.98% in 2016.  At the same time, the proportion 

of products of fossil fuels, lubricants and related raw materials (SITC-3) decreased 

from 30.11% in 2013 to 20.94% in 2016. However, even though the proportion of 

imports of fossil fuels, lubricants and related raw materials is declining, it still far 

exceeds its export share, showing a huge trade deficit. This means that China’s 

demand for energy raw materials such as fossil fuels in countries along the B&R is 

declining, still maintains a high degree of dependence. At the same time, China’s 

import trade with developing countries along the B&R is also concentrated on 

machinery and transportation equipment and fossil fuels, lubricants and related raw 

materials. But in the import trade between China and the transition economies along 

the B&R, the proportion of fossil fuels, lubricants and related raw materials accounts 

for more than 50% every year on average, and the distribution of imported products is 

more concentrated. 

 

Table 3.2.2-2 Amount and share of Imported Products by SITC (Billion Dollars, %) 

  Year Import SITC0 SITC1 SITC2 SITC3 SITC4 SITC5 SITC6 SITC7 SITC8 SITC9 

Countries 

along the 

B&R 

2013 
Amount 16.167 0.29 69.208 215.996 7.471 81.497 54.466 203.006 38.5 30.637 

Share 2.25 0.04 9.65 30.11 1.04 11.36 7.59 28.3 5.37 4.27 

2014 
Amount 19.144 0.422 61.049 215.897 7.04 82.196 76.11 205.899 39.636 27.337 

Share 2.61 0.06 8.31 29.38 0.96 11.19 10.36 28.02 5.39 3.72 

2015 
Amount 18.206 0.494 46.624 137.71 6.317 70.207 52.704 209.892 39.594 23.938 

Share 3.01 0.08 7.7 22.74 1.04 11.59 8.7 34.65 6.54 3.95 

2016 
Amount 17.677 0.55 45.037 117.416 5.77 64.521 47.525 201.774 37.982 22.54 

Share 3.15 0.1 8.03 20.94 1.03 11.51 8.47 35.98 6.77 4.02 

Developing 

Countries 
2013 

Amount 9.632 0.233 54.738 168.977 6.942 75.788 48.292 199.335 37.904 30.619 

Share 1.52 0.04 8.65 26.72 1.1 11.98 7.64 31.52 5.99 4.84 

2014 Amount 18.921 0.959 6.12 18.511 0.151 56.171 170.638 271.173 139.116 0.16 

  Share 2.77 0.14 0.9 2.71 0.02 8.24 25.02 39.77 20.4 0.02 

2015 Amount 20.029 0.917 5.508 13.499 0.112 55.257 170.67 282.147 139.364 0.509 

  Share 2.91 0.13 0.8 1.96 0.02 8.03 24.81 41.01 20.26 0.07 

2016 Amount 21.49 0.96 5.234 13.944 0.138 52.146 157.509 266.385 119.169 1.855 

  Share 3.36 0.15 0.82 2.18 0.02 8.16 24.66 41.7 18.65 0.29 

Transition 

Countries 

2013 Amount 2.66 0.031 0.246 0.443 0.007 4.342 18.728 28.269 29.778 0.009 

  Share 3.15 0.04 0.29 0.52 0.01 5.14 22.16 33.45 35.23 0.01 

2014 Amount 2.832 0.025 0.27 0.432 0.008 4.558 17.927 28.172 32.83 0.006 

  Share 3.25 0.03 0.31 0.5 0.01 5.24 20.59 32.36 37.71 0.01 

2015 Amount 2.255 0.025 0.224 0.336 0.007 3.515 12.104 19.29 21.368 0.007 

  Share 3.81 0.04 0.38 0.57 0.01 5.94 20.47 32.62 36.14 0.01 

2016 Amount 2.325 0.037 0.208 0.195 0.007 3.611 11.905 22.408 22.319 0.08 

  Share 3.68 0.06 0.33 0.31 0.01 5.72 18.87 35.51 35.37 0.13 



2014 
Amount 11.072 0.302 47.512 171.047 6.516 76.673 70.52 201.715 38.945 27.271 

Share 1.7 0.05 7.29 26.25 1 11.77 10.82 30.96 5.98 4.19 

2015 
Amount 11.847 0.353 35.733 107.214 5.53 64.673 45.932 206.363 38.851 23.789 

Share 2.19 0.07 6.61 19.84 1.02 11.97 8.5 38.2 7.19 4.4 

2016 
Amount 11.399 0.378 34.049 90.806 4.838 60.179 40.988 198.017 37.215 22.307 

Share 2.28 0.08 6.81 18.15 0.97 12.03 8.19 39.59 7.44 4.46 

Transition 

Countries 

2013 
Amount 1.594 0.03 11.461 46.936 0.488 4.954 5.498 0.333 0.182 0.018 

Share 2.23 0.04 16.03 65.65 0.68 6.93 7.69 0.47 0.25 0.03 

2014 
Amount 1.905 0.084 10.516 44.736 0.467 4.548 4.763 0.502 0.214 0.066 

Share 2.81 0.12 15.51 65.98 0.69 6.71 7.02 0.74 0.32 0.1 

2015 
Amount 2.598 0.104 8.371 30.471 0.729 4.538 5.952 0.687 0.25 0.149 

Share 4.82 0.19 15.54 56.59 1.35 8.43 11.05 1.28 0.46 0.28 

2016 
Amount 2.256 0.131 8.352 26.551 0.898 3.19 5.713 0.821 0.306 0.231 

Share 4.66 0.27 17.24 54.8 1.85 6.58 11.79 1.7 0.63 0.48 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

2. Product structure based on BEC 

Based on the Broad Economic Classification method (BEC), this section analyzes 

the products structure of imports and exports along the B&R and their development 

trends. According to the BEC classification, trade products can be divided into food 

and beverage, industrial products, fuels and lubricants, capital goods (excluding 

transportation equipment) and their spare parts, transportation equipment and their 

spare parts, not classified consumer goods and other classified goods. 

 

Table 3.2.2-3 Amount and share of Export Products by BEC (Billion Dollars, %) 

  Year 
 

BEC1 BEC2 BEC3 BEC4 BEC5 BEC6 BEC7 

Countries 

along 

 B&R 

2013 
Amount 19.877 221.689 16.688 236.404 45.349 159.098 0.865 

Share 2.84 31.67 2.38 33.77 6.48 22.73 0.12 

2014 
Amount 21.595 257.89 17.826 258.503 47.129 172.545 0.626 

Share 2.78 33.23 2.3 33.31 6.07 22.23 0.08 

2015 
Amount 22.602 251.082 13.062 259.42 47.46 160.035 0.897 

Share 3 33.28 1.73 34.38 6.29 21.21 0.12 

2016 
Amount 24.037 233.273 13.575 247.606 43.406 144.456 2.573 

Share 3.39 32.91 1.91 34.93 6.12 20.38 0.36 

Developing 

Countries 

2013 
Amount 17.102 199.679 16.327 214.16 38.063 123.1 0.856 

Share 2.81 32.77 2.68 35.15 6.25 20.2 0.14 

2014 
Amount 18.638 235.288 17.383 235.208 40.521 134.266 0.617 

Share 2.73 34.5 2.55 34.49 5.94 19.69 0.09 

2015 
Amount 20.219 234.215 12.753 242.007 43.361 134.568 0.89 

Share 2.94 34.04 1.85 35.17 6.3 19.56 0.13 

2016 
Amount 21.564 216.927 13.385 227.932 38.864 117.83 2.329 

Share 3.38 33.96 2.1 35.68 6.08 18.44 0.36 

Transition 

economies 
2013 

Amount 2.636 20.434 0.341 20.283 6.926 33.885 0.01 

Share 3.12 24.18 0.4 24 8.2 40.09 0.01 



2014 
Amount 2.803 20.693 0.419 20.982 6.273 35.88 0.009 

Share 3.22 23.77 0.48 24.1 7.21 41.21 0.01 

2015 
Amount 2.222 14.942 0.267 14.914 3.721 23.058 0.008 

Share 3.76 25.27 0.45 25.22 6.29 39 0.01 

2016 
Amount 2.301 14.577 0.164 17.3 4.123 24.395 0.235 

Share 3.65 23.1 0.26 27.42 6.53 38.66 0.37 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

From the overall situation of Table 3.2.2-3, the export between China and the 

countries along the B&R is mainly concentrated on industrial products (BEC-2), 

capital goods (excluding transportation equipment) and their spare parts (BEC-4) and 

not classified consumer goods (BEC-6). Among them, the proportion of exports of not 

classified industrial products and capital goods was above 30% in both 2015 and 

2016, reflecting the fact that intra-industry trade between China and these countries 

accounted for a large proportion. This feature is also reflected in China’s export trade 

with developing countries along the B&R. From Table 3.2.2-4, the import trade 

between China and all countries along the B&R is generally concentrated on not 

classified industrial supplies (BEC-2), fuels and lubricants (BEC-3), capital goods 

(excluding transportation equipment) and their spare parts (BEC-4). Moreover, the 

structural characteristics of this imported product are mainly reflected in the trade 

with developing countries along the B&R. In China’s import trade with the transition 

economies along the B&R, not classified industrial products (BEC-2) and fuels and 

lubricants (BEC-3) account for an absolute proportion, of which the proportion of 

fuels and lubricants account for more than 50%. 

It is worth noting that in the trade of fuel and lubricants (BEC-3), China’s imports 

from countries along the B&R are far greater than exports, showing a huge trade 

deficit. For not classified consumer goods (BEC-6), China’s exports are far greater 

than imports, showing a significant trade surplus. This means that in China’s trade 

with countries along the B&R, in addition to frequent import and export trade in not 

classified industrial products and capital goods products, China mainly imports fuel 

and raw materials from countries along the B&R and export final consumer goods. 

 

Table 3.2.2-4 Amount and share of Import Products by BEC (Billion Dollars, %) 

  Year 
 

BEC1 BEC2 BEC3 BEC4 BEC5 BEC6 BEC7 

Countries 

along the 

B&R 

2013 
Amount  22.665 216.582 210.802 206.31 16.187 14.048 30.643 

Share 3.16 30.2 29.39 28.76 2.26 1.96 4.27 

2014 
Amount  24.734 232.765 208.274 207.378 17.679 16.474 27.427 

Share 3.37 31.68 28.35 28.23 2.41 2.24 3.73 

2015 
Amount  22.914 201.4 127.81 212.67 15.263 18.505 7.124 

Share 3.78 33.25 21.1 35.11 2.52 3.06 1.18 

2016 
Amount  22.263 179.871 110.025 204.299 15.994 16.936 11.403 

Share 3.97 32.07 19.62 36.43 2.85 3.02 2.03 

Developing 

Countries 

2013 
Amount  15.76 190.032 163.819 203.196 15.28 13.749 30.625 

Share 2.49 30.05 25.9 32.13 2.42 2.17 4.84 

2014 
Amount  16.704 207.78 163.433 203.804 16.467 16.027 27.359 

Share 2.56 31.89 25.08 31.28 2.53 2.46 4.2 



2015 
Amount  16.717 177.333 97.317 209.622 14.301 18.009 6.987 

Share 3.09 32.82 18.01 38.8 2.65 3.33 1.29 

2016 
Amount  15.551 157.458 83.441 201.096 14.916 16.504 11.21 

Share 3.11 31.48 16.68 40.21 2.98 3.3 2.24 

Transition 

Countries 

2013 
Amount  1.992 22.101 46.886 0.324 0.088 0.085 0.018 

Share 2.79 30.91 65.58 0.45 0.12 0.12 0.03 

2014 
Amount  2.083 20.173 44.715 0.429 0.179 0.153 0.067 

Share 3.07 29.75 65.95 0.63 0.26 0.23 0.1 

2015 
Amount  2.512 19.725 30.459 0.591 0.238 0.187 0.137 

Share 4.66 36.63 56.56 1.1 0.44 0.35 0.26 

2016 
Amount  2.736 17.786 26.515 0.738 0.286 0.197 0.191 

Share 5.65 36.71 54.73 1.52 0.59 0.41 0.39 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

3.  Product structure based on factor density 

According to the theory of comparative advantage, the basis of international trade 

is the relative difference in factor endowments owned by countries. Trade products 

can be divided into resource-intensive products, labor-intensive products, capital-

intensive and technology-intensive products according to factor density. 29  The 

following is an analysis of the characteristics of trade structure based on factor density 

in terms of both import and export. 

As shown in Table 3.2.2-5, labor-intensive products account for more than 60% 

of China’s export trade along the B&R countries, and resource-intensive products 

account for the smallest proportion. From the perspective of imports, the proportion 

of resource-intensive products decreased from 42.8% in 2013 to 32.75% in 2016, 

while the proportion of imports of labor-intensive products increased from 36% to 

44.75%. This means that under the framework of the B&R, China’s resource 

dependence on countries along the B&R has declined, and labor-intensive industries 

along the B&R countries have developed and increased exports to China.  In addition, 

labor-intensive products account for more than 50% of China’s export trade with 

developing countries and transition economies along the B&R with the proportion of 

resource-intensive products does not exceed 7%. The proportion of resource-intensive 

products in China’s import trade along the B&R economies is as high as 78%-85%, 

showing China mainly imports resource-intensive products from countries along the 

B&R. 

Table 3.2.2-5 Structures of Import and Export Products by Factor Density  
Billion US Dollars 

 Year 

Resource-Intensive 

Product 

Labor- Intensive 

Product 

Capital- and Technology- 

 Intensive product 

Export Import Export Import Export Import 

Countries 

along the 

B&R 

2013 44.412 309.131 443.760 257.472 211.798 150.635 

2014 48.478 303.552 491.952 282.009 235.685 149.169 

2015 43.191 209.352 488.483 262.596 222.885 133.739 

2016 44.802 186.450 462.284 249.298 201.841 125.043 

Developing 2013 40.788 240.523 393.232 247.627 175.266 144.311 

                                                        
29 This report defines resource-intensive products as SITC-0 to SITC-4 based on SITC first digit. Labor-intensive 

products are defined as SITC-6 and SITC-7 products, capital- and technology-intensive product are defined as 

SITC-5, SITC-8 and SITC-9 products. 



Countries 2014 44.663 236.450 441.811 272.234 195.447 142.889 

2015 40.065 160.678 452.817 252.295 195.130 127.313 

2016 41.766 141.470 423.894 239.005 173.170 119.700 

Transition 

Economies 

2013 3.388 60.509 46.997 5.831 34.129 5.154 

2014 3.567 57.707 46.099 5.265 37.394 4.828 

2015 2.847 42.273 31.394 6.639 24.890 4.937 

2016 2.772 38.188 34.312 6.534 26.011 3.727 

Source: Calculated according to United Nations Commodity Trade statistics database. 

3.3 Competitiveness and Complementarity in Bilateral Trade 

Due to the wide range of radiation of the BRI, countries along the B&R have both 

similar characteristics and large differences in resource endowment and economic 

development. This determines that China’s trade with these countries is either 

complementary or competitive. Complementarity refers to the trade structure 

compatibility between two countries. The size of complementarity depends on the 

resource endowment and technical differences, that is, the comparative advantage of 

the two. In general, the greater are the resource endowment and technological 

differences between countries, the stronger is the complementarity of trade, and vice 

versa. The trade complementarity index is the most direct index of complementarity, 

while the intra-industry trade index can more clearly reflect the size and source of 

complementarity. In terms of trade competitiveness, the more commonly used 

measurement index is the trade competitiveness index, which directly reflects the 

competition between China and its partner. Therefore, this section mainly uses the 

trade complementarity index, the intra-industry trade index and the trade 

competitiveness index to analyze the trade competitiveness and complementarity 

between China and the countries along the B&R. 

3.3.1 Trade Complementarity Index 

The Trade Complementarity Index was proposed by Australian economist Peter 

Drysdale in 1967 to measure the compatibility of a country’s imports with another 

country’s exports. It is the sum of import and export proportion of each product in 

both countries on average. The complementarity index is calculated as following: 

                                                                              3.1 

In the formula above, i and h stand for export country and import country 

respectively, M and X stand for import amount and export amount, k stands for 

product category. In general, ; but when country h does not import any 

products from country i, . When the proportion of products imported by the 

country h is exactly the same as the proportion of products exported by the country of 

i,
 

 . The closer the trade complementarity index is to 1, the stronger the trade 

complementarity between the two countries; the closer the index is to zero, the 

weaker the trade complementarity between the two countries. According to formula 

3.1, the report uses China as an exporting country to calculate the trade 

complementarity index between China and the countries along the B&R based on the 

SITC first digit. 

 

Table 3.3.1-1 Trade Complementarity Index of China and Countries along the B&R 
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Year Countries along the B&R Developing Countries Transition Economies 

2013 0.65 0.63 0.72 

2014 0.66 0.65 0.72 

2015 0.68 0.68 0.70 

2016 0.71 0.71 0.71 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

On the whole, China’s trade complementarity with countries along the B&R is 

relatively high. Between 2013 and 2016, it remained steadily above 0.6 and showed 

an upward trend. As far as China and the developing countries along the B&R are 

concerned, the trade complementarity index remains above 0.6 and is still increasing 

every year. As for China and the transition economies along the B&R, although the 

trade complementarity index has not increased year by year, it has remained above 

0.7, showing stronger trade complementarity. 

From a sub-regional perspective, the trade complementarity indices of China with 

Northeast Asia, Southeast Asia, West Asia, Central Asia, Europe, Oceania and Africa-

Latin America are all above 0.6, indicating good trade complementarity. The smallest 

complementarity index is South Asia, although its index did not reach 0.5 in 2013 but 

rose to 0.54 in 2016. This shows that under the framework of the B&R, the trade 

complementarity between China and South Asia is increasing. 

 

Table 3.3.1-2 Trade Complementarity Index of China with Countries along the BRI 

Classified by Regions 

Year 
Northeast  

Asia 

Southeast 

 Asia 
South Asia West Asia Europe Central Asia 

Africa 

and 

Latin 

America 

Oceania 

2013 0.64 0.67 0.44 0.68 0.70 0.73 0.61 0.69 

2014 0.65 0.68 0.44 0.71 0.72 0.78 0.61 0.72 

2015 0.68 0.74 0.51 0.66 0.74 0.74 0.65 0.75 

2016 0.71 0.76 0.54 0.68 0.76 0.73 0.67 0.78 

Source: Calculated according to United Nations Commodity Trade statistics database. 

3.3.2 Intra-industry Trade Index 

Intra-industry trade is trade between the same products that correspond to inter-

industry trade. The greater the difference in technology or resource endowments 

between countries, the more likely it is inter-industry trade; the smaller the difference 

in technology or resource endowments between countries, the more likely it is intra-

industry trade. The similarities in technology, resource endowments and mutual 

needs, as well as differences in economies of scale in some countries, have led to 

intra-industry trade. Intra-industry trade is a trade complementarity relationship based 

on economies of scale and imperfect competition. 

The most widely used indicator for measuring the level of intra-industry trade 

development is the Intra-industry Trade Index proposed by Lolyd Crubel (1975). This 

indicator measures the extent to which the absolute value of a product’s exports is 

offset by imports of similar products. It is the proportion of the total import and 

export of each product in one industry to the total import and export trade of the 

product. It is calculated as follows: 

                             3.2 
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In the equation above, i represent the product category at first digit, and the intra-

industry index is between 0 and 100. The greater the index, the higher the degree of 

intra-industry trade. According to Equation 3.2, the intra-industry trade indices of 

China and countries along the B&R are shown in Table 3.3.2-1 and Table 3.3.2-2.  

 

Table 3.3.2-1 Intra-industry Index of China and Countries along the B&R  

 Year SITC0 SITC1 SITC2 SITC3 SITC4 SITC5 SITC6 SITC7 SITC8 SITC9 

Countries 

along the 

B&R 

2013 89.52 48.10 15.11 15.18 3.72 78.60 49.46 84.41 39.04 2.02 

2014 93.28 59.72 19.08 16.16 4.58 85.45 57.22 81.07 37.07 1.21 

2015 89.59 68.29 22.07 18.32 4.00 91.62 44.51 81.63 39.08 4.21 

2016 84.88 70.55 21.71 21.55 5.11 93.17 43.56 81.79 41.83 15.89 

Developing 

Countries 

2013 71.91 41.87 17.81 18.55 3.68 77.54 49.74 89.26 45.98 1.96 

2014 73.83 47.92 22.82 19.53 4.54 84.57 58.48 85.31 43.74 1.17 

2015 74.33 55.57 26.71 22.36 3.96 92.15 42.41 84.49 43.60 4.19 

2016 69.32 56.51 26.65 26.62 5.56 92.85 41.30 85.28 47.59 15.35 

Transition 

Economies 

2013 74.94 98.00 4.20 1.87 3.02 93.42 45.39 2.33 1.21 66.07 

2014 80.42 45.28 5.01 1.91 3.42 99.90 41.98 3.50 1.29 16.65 

2015 92.94 38.60 5.20 2.18 1.91 87.29 65.93 6.88 2.31 8.43 

2016 98.49 44.36 4.85 1.46 1.51 93.81 64.85 7.07 2.71 51.63 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

In general, China and the countries along the B&R have demonstrated high intra-

industry trade index in food and live animals (SITC-0), chemicals (SITC-5) and 

machinery and transport (SITC-7). This means that China and the countries along the 

B&R are highly dependent on the international division of labor within these 

industries. In terms of trends, China’s intra-industry trade index on beverages and 

tobacco (SITC-1), non-edible raw materials (SITC-2) and fossil fuels (SITC-3) shows 

an upward trend in countries along the B&R. It shows that the importance of intra-

industry trade in primary products and mineral products is increasing, and mutual 

trade is increasingly dependent on the international division of labor within the 

industry. Within the countries along the B&R, intra-industry trade between China and 

developing countries is also concentrated in food and live animals, chemicals, 

machinery and transportation, and intra-industry trade indices for beverages and 

tobacco, non-edible raw materials and fossil fuels is rising year by year. Moreover, 

intra-industry trade between China and the transition economies along the B&R 

focuses on food and live animals and chemicals. 

 

Table 3.3.2-2 Intra-industry Index of China and Countries along the  

B&R Classified by Regions 
Region Year SITC0 SITC1 SITC2 SITC3 SITC4 SITC5 SITC6 SITC7 SITC8 SITC9 

Northeast  

Asia 

2013 53.90 91.55 28.13 11.89 53.47 45.53 79.28 78.84 89.41 27.07 

2014 50.37 90.88 27.54 11.39 77.48 51.00 91.48 80.07 80.41 15.21 

2015 56.99 76.56 24.40 13.44 38.73 52.82 79.13 74.93 85.78 22.04 

2016 59.68 87.69 23.33 12.94 33.31 54.26 78.46 78.71 82.65 33.22 

Southeast  

Asia 

2013 86.17 28.20 13.17 56.92 2.36 89.61 34.59 96.19 32.74 60.81 

2014 88.46 37.63 18.42 63.29 2.85 93.91 50.74 91.81 35.07 67.40 

2015 86.67 40.83 21.02 56.93 2.72 95.03 29.56 90.50 38.54 10.08 

2016 80.48 43.81 21.08 63.38 3.32 90.30 28.23 96.09 50.01 22.47 

South Asia 
2013 97.87 86.35 24.66 29.62 3.43 30.20 62.85 7.32 16.15 29.91 

2014 86.74 58.05 33.40 32.68 6.36 23.68 57.34 7.79 16.27 62.65 



2015 76.01 80.66 45.88 44.54 4.35 22.47 48.20 6.11 16.63 54.05 

2016 68.54 13.79 45.03 21.62 5.08 21.80 42.41 5.56 19.09 79.37 

West Asia 

2013 15.92 15.48 18.69 1.35 9.86 51.29 10.47 7.17 4.12 3.54 

2014 17.02 17.47 28.18 1.89 18.69 55.95 7.56 6.07 4.06 3.78 

2015 22.47 16.59 38.47 2.53 28.17 56.30 7.40 6.01 4.62 3.97 

2016 18.11 23.57 35.38 2.53 64.30 58.89 8.86 7.94 6.54 39.10 

Central Asia 

2013 18.23 70.60 1.95 1.56 5.17 62.28 58.18 0.23 0.02 -- 

2014 39.48 30.13 2.55 2.72 41.76 64.91 55.16 0.01 0.01 64.86 

2015 28.69 94.67 6.12 2.19 24.84 61.30 62.90 0.17 0.04 64.13 

2016 39.40 23.08 5.05 0.44 11.74 64.00 70.19 0.48 0.02 78.33 

Europe 

2013 66.08 94.37 13.03 85.26 2.55 77.83 51.26 62.79 24.19 14.71 

2014 95.37 60.83 14.03 46.67 2.99 86.90 57.80 65.73 29.59 13.61 

2015 54.85 65.83 15.96 56.01 2.26 98.27 58.79 59.27 29.98 7.57 

2016 74.64 56.41 20.63 86.81 1.86 77.10 49.86 62.48 30.18 24.00 

Africa- Latin  

America 

2013 48.40 46.07 4.67 94.55 81.32 33.64 84.72 8.50 2.45 0.00 

2014 64.95 50.41 4.72 70.88 52.15 28.40 92.83 6.29 3.39 0.00 

2015 67.97 69.11 7.14 84.93 39.55 24.50 89.36 3.75 3.08 0.01 

2016 65.18 76.70 6.23 54.67 44.93 28.23 90.68 4.07 4.53 0.19 

Oceania 

2013 5.02 26.91 2.14 36.74 16.87 88.26 22.26 15.03 2.88 7.07 

2014 4.52 33.13 1.76 36.69 17.42 78.83 17.59 13.71 3.06 -- 

2015 7.67 42.47 2.69 68.73 29.22 82.69 24.43 13.55 4.11 44.54 

2016 7.53 45.49 2.30 65.09 29.56 86.61 24.14 10.73 4.51 23.42 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

From a sub-regional perspective, China and South Asia and Europe have a 

relatively high intra-industry trade indices on primary products, while have a high 

intra- industry trade index of the trade with Africa-Latin America, fossil fuels (SITC-

3) industry and manufactured goods (SITC-6). This shows that the trade 

characteristics of China and South Asia and Europe are mainly as follows: capital-

intensive products are mainly inter-industry trade based on comparative advantage, 

while trade in resource-intensive products is mainly intra-industry trade based on 

economies of scale. The intra-industry trade indices of China and West Asia and 

Central Asia are relatively low; indicating that China’s trade with West Asia and 

Central Asia mainly depends on the comparative advantages of both parties and is 

reflected in inter-industry trade. China’s trade with Northeast Asia and Southeast Asia 

not only shows high intra-industry trade in primary products, but also shows high 

intra-industry trade in capital-intensive products. This means that the differences 

between China and Southeast Asia and Northeast Asian countries in the international 

division of labor are in different industrial chains, showing strong intra-industry trade 

characteristics. 

3.3.3 Trade Competitiveness Index 

This report uses the Trade Competitiveness Index to measure the trade 

competitiveness between China and developing countries along the B&R. This 

indicator is the proportion of a country’s import and export trade balance to total trade 

between the two countries. The index is calculated as follows: 

                                                                                       3.3 

In the equation above,  means the imports of China from other countries 
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along the B&R, and  is the total imports of countries along the B&R from China. 

 is the trade competitiveness index of China and countries along the B&R, which 

lies between -1 and 1. The closer the trade competitiveness index is to 1, the greater 

the trade surplus of the countries along the B&R and the stronger trade 

competitiveness compared with China. If the trade competitiveness index is -1, it 

means that he countries along the B&R only import and not export on that product. 

The closer the trade competitiveness index is to -1, the greater the trade deficit of 

countries along the B&R, and China is more competitive in this product. If the index 

is close to zero, it indicates that China’s imports and exports are roughly the same as 

those of the countries along the line, and they do not have a competitive advantage. 

Table 3.3.3-1 and Table 3.3.3-2 show the trade competitiveness index of China 

and countries along the B&R. Overall, China has certain competitive advantages in 

manufactured goods (SITC-6) and miscellaneous products (SITC-8). Countries along 

the B&R show strong competitive advantage in non-edible raw materials (SITC-2), 

fossil fuels (SITC-3), animal and vegetable oils (SITC-4) and other unsorted products 

(SITC-9) with the trade competitiveness index is above 0.75. From the trade 

competitiveness index of China and the transition economies, China still shows a 

competitive advantage in the finished products. The developing countries and 

transition economies show a competitive advantage at the primary product. 

 

Table 3.3.3-1 Trade Competitiveness Index of China and Countries along the B&R 

 Year SITC0 SITC1 SITC2 SITC3 SITC4 SITC5 SITC6 SITC7 SITC8 SITC9 

Countries 

along the 

B&R 

2013 -0.10 -0.52 0.85 0.85 0.96 0.21 -0.51 -0.16 -0.61 0.98 

2014 -0.07 -0.40 0.81 0.84 0.95 0.15 -0.43 -0.19 -0.63 0.99 

2015 -0.10 -0.32 0.78 0.82 0.96 0.08 -0.55 -0.18 -0.61 0.96 

2016 -0.15 -0.29 0.78 0.78 0.95 0.07 -0.56 -0.18 -0.58 0.84 

Developing 

Countries 

2013 -0.28 -0.58 0.82 0.81 0.96 0.22 -0.50 -0.11 -0.54 0.98 

2014 -0.26 -0.52 0.77 0.80 0.95 0.15 -0.42 -0.15 -0.56 0.99 

2015 -0.26 -0.44 0.73 0.78 0.96 0.08 -0.58 -0.16 -0.56 0.96 

2016 -0.31 -0.43 0.73 0.73 0.94 0.07 -0.59 -0.15 -0.52 0.85 

Transition 

Economies 

2013 -0.25 -0.02 0.96 0.98 0.97 0.07 -0.55 -0.98 -0.99 0.34 

2014 -0.20 0.55 0.95 0.98 0.97 0.00 -0.58 -0.96 -0.99 0.83 

2015 0.07 0.61 0.95 0.98 0.98 0.13 -0.34 -0.93 -0.98 0.92 

2016 -0.02 0.56 0.95 0.99 0.98 -0.06 -0.35 -0.93 -0.97 0.48 

Source: Calculated according to United Nations Commodity Trade statistics database. 

 

Northeast Asian countries have shown a trade competitive advantage in non-

edible raw materials and fossil fuels in the trade with China, while China does not 

have strong products competitiveness in finished products, machinery transportation 

and other products. This is mainly due to the relatively high level of economic 

development of Northeast Asian countries, which has certain comparative advantages 

in capital- and technology-intensive products, thus enabling China to manufacture 

products and machinery transportation products in trade with Northeast Asian 

countries. Trade between China and other countries along the region has a common 

characteristic: China has strong trade competitiveness in manufactured goods, 

machinery and transportation tools, and miscellaneous products, while regions of 

countries along the B&R show significant competitiveness in terms of primary 

products. 

 

Table 3.3.3-2Trade Competitiveness Index of China and Countries along the  
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B&R Classified by Regions 

Region Year SITC0 SITC1 SITC2 SITC3 SITC4 SITC5 SITC6 SITC7 SITC8 SITC9 

Northeast  

Asia 

2013 -0.46 0.08 0.72 0.88 -0.47 0.54 -0.21 0.21 -0.11 0.73 

2014 -0.50 0.09 0.72 0.89 -0.23 0.49 -0.09 0.20 -0.20 0.85 

2015 -0.43 0.23 0.76 0.87 0.61 0.47 -0.21 0.25 -0.14 0.78 

2016 -0.40 0.12 0.77 0.87 0.67 0.46 -0.22 0.21 -0.17 0.67 

Southeast  

Asia 

2013 -0.14 -0.72 0.87 0.43 0.98 0.10 -0.65 -0.04 -0.67 -0.39 

2014 -0.12 -0.62 0.82 0.37 0.97 0.06 -0.49 -0.08 -0.65 0.33 

2015 -0.13 -0.59 0.79 0.43 0.97 -0.05 -0.70 -0.10 -0.61 0.90 

2016 -0.20 -0.56 0.79 0.37 0.97 -0.10 -0.72 -0.04 -0.50 0.78 

South Asia 

2013 -0.02 -0.14 0.75 -0.70 0.97 -0.70 -0.37 -0.93 -0.84 0.70 

2014 -0.13 -0.42 0.67 -0.67 0.94 -0.76 -0.43 -0.92 -0.84 0.37 

2015 -0.24 -0.19 0.54 -0.55 0.96 -0.78 -0.52 -0.94 -0.83 0.46 

2016 -0.31 -0.86 0.55 -0.78 0.95 -0.78 -0.58 -0.94 -0.81 -0.21 

West Asia 

2013 -0.84 -0.85 0.81 0.99 0.90 0.49 -0.90 -0.93 -0.96 0.96 

2014 -0.83 -0.83 0.72 0.98 0.81 0.44 -0.92 -0.94 -0.96 0.96 

2015 -0.78 -0.83 0.62 0.97 0.72 0.44 -0.93 -0.94 -0.95 0.96 

2016 -0.82 -0.76 0.65 0.97 0.36 0.41 -0.91 -0.92 -0.93 0.61 

Central Asia 

2013 -0.82 -0.29 0.98 0.98 -0.95 0.38 -0.42 -1.00 -1.00 -- 

2014 -0.61 -0.70 0.97 0.97 0.58 0.35 -0.45 -1.00 -1.00 0.35 

2015 -0.71 -0.05 0.94 0.98 0.75 0.39 -0.37 -1.00 -1.00 0.36 

2016 -0.61 -0.77 0.95 1.00 0.88 0.36 -0.30 -1.00 -1.00 0.22 

Europe 

2013 -0.34 -0.06 0.87 0.15 0.97 -0.22 -0.49 -0.37 -0.76 0.85 

2014 0.05 0.39 0.86 -0.53 0.97 -0.13 -0.42 -0.34 -0.70 -0.86 

2015 0.45 0.34 0.84 -0.44 0.98 -0.02 -0.41 -0.41 -0.70 -0.92 

2016 0.25 0.44 0.79 -0.13 0.98 -0.23 -0.50 -0.38 -0.70 -0.76 

Africa- Latin  

America 

2013 -0.52 -0.54 0.95 -0.05 -0.19 -0.66 -0.15 -0.92 -0.98 1.00 

2014 -0.35 -0.50 0.95 -0.29 0.48 -0.72 -0.07 -0.94 -0.97 1.00 

2015 -0.32 -0.31 0.93 -0.15 0.60 -0.76 -0.11 -0.96 -0.97 1.00 

2016 -0.35 -0.23 0.94 -0.45 0.55 -0.72 -0.09 -0.96 -0.95 1.00 

Oceania 

2013 0.95 0.73 0.98 0.63 0.83 -0.12 -0.78 -0.85 -0.97 0.93 

2014 0.95 0.67 0.98 0.63 0.83 -0.21 -0.82 -0.86 -0.97 -- 

2015 0.92 0.58 0.97 -0.31 0.71 -0.17 -0.76 -0.86 -0.96 0.55 

2016 0.92 0.55 0.98 0.35 0.70 0.13 -0.76 -0.89 -0.95 -0.77 

Source: Calculated according to United Nations Commodity Trade statistics database. 

3.4 Concluding Remarks 

Generally speaking, the trade between China and the countries along the B&R 

has shown a trend of increasing first and then decreasing, which is consistent with 

China’s total trade trend. However, it is worth noting that the proportion of China’s 

exports to countries along the B&R to China’s total exports has been increasing, 

which means that under the framework of the BRI, the mutual trade between China 

and the countries along the B&R is constantly increasing. 

From the perspective of trade structure, China’s trade with countries along the 

B&R has two major characteristics: regional concentration and product concentration. 

As far as the geographical structure of trade is concerned, China’s trade with 

countries along the B&R is mainly concentrated in Northeast Asia, Southeast Asia and 

West Asia, of which the trade with Southeast Asia accounts for the largest. Between 

2013 and 2016, an average of 62% of exports went to the top ten trading partners, 



with an average of 73% of imports coming from the top 10 trading partners. As far as 

trade product structure is concerned, China’s export trade with countries along the 

B&R mainly focuses on manufactured goods, machinery and transportation 

equipment and miscellaneous products. The proportion of these three types of 

products exceeds 85%. The import trade is mainly concentrated in machinery and 

transportation equipment and fossil fuels, which account for more than 50%. 

From the perspective of trade complementarity and competitiveness, China’s 

trade complementarity with countries along the B&R is relatively high, and shows an 

upward trend every year. Among them, the trade complementarity of food, chemicals, 

machinery and transportation products is mainly intra-industry trade. Judging from 

the overall trade competitiveness, China has a certain competitive advantage in 

manufactured goods and countries along the B&R have strong competitive 

advantages in primary products. 

Under the background of weak global economic recovery and rising trade 

protectionism, the BRI is based on the principle of joint construction and sharing, 

with infrastructure construction as the focus, aiming to promote capacity and 

technical cooperation between China and countries and to expand the scale of trade of 

countries along the B&R. It is worth noting that the countries along the B&R are 

mainly developing countries, and they are another pioneering work of SSC. The 

factors of endowment of developing countries along the B&R vary, and the 

advantages of price comparison are obvious. The BRI is conducive to giving full play 

to the development potential and comparative advantages of various countries, 

achieving industrial docking and complementary advantages, and benefiting Asia, 

Africa and Eastern Europe. A large number of developing countries have injected new 

impetus into SSC. From the analysis of China’s trade with countries along the B&R in 

this chapter, China’s trade with developing countries has shown an upward trend, 

which is conducive to alleviating China’s dilemma of industrial restructuring and 

declining competitiveness of traditional export commodities, and has opened up a 

new situation in which SSC has been comprehensively promoted and deepened. For 

developing countries along the B&R, the BRI provides a platform for the “free ride” 

of China’s rapid economic development. They can use the advantages of the China’s 

economy to inject new economic growth momentum to fulfill the great demand of 

their infrastructure and it is a historic opportunity to realize its industrialization and 

modernization. 

At the same time, as part of SSC, trade interacts with investment and aid, and 

directly affects the sustainable development of SSC. To achieve sustainable 

development of SSC, all participating countries can not only maintain the relationship 

between traditional donors and recipients, but also need to establish partnerships.30 

The BRI is the basic international foundation of equality, mutual benefit and mutual 

respect. Under these relationship guidelines, BRI provide a platform focusing on the 

development strategies of various countries and seeking a mutually beneficial 

cooperation. This is not only conducive to the establishment of partnerships between 

developing countries; the use of trade can also promote investment and combine aid, 

trade and investment. It is conducive for the sustainable development of SSC. 

In addition, the BRI mainly strengthens economic and trade cooperation to reduce 

trade costs between regions through infrastructure upgrading and trade facilitation 

channel. Furthermore, the government may also consider establishing a unified 

product quarantine standard and quality standards with countries along the B&R; 

                                                        
30 Wang Xiaojun, “Deepening SSC and Promoting Sustainable Development”. 



building a cross-border e-commerce credit system; strengthening integrated regional 

cooperation and signing free trade agreements to deepen the BRI trade cooperation of 

various countries ad thus react to the current trend of trade protectionism. 

  



4. Investment Cooperation between China and BRI 

Developing Countries  

With the promotion of the BRI, China and countries along the Belt and Road 

(B&R) have gradually established a mutually beneficial and win-win investment 

model. It has become a new normal for Chinese enterprises to go global along the 

B&R. From the geographic range of the BRI, most of participating countries in 

Central Asia, West Asia, North Africa, Central and Eastern Europe, South Asia, 

Southeast Asia and Oceania are developing countries. Therefore, BRI has an intrinsic 

close relationship with SSC and is an important practice of SSC in the new era. This 

chapter mainly introduces the investment cooperation between China and developing 

countries as well as transition economies along the B&R31, and summarizes the new 

characteristics to provide a reference for the smooth progress of SSC. 

4.1 Investment of China and Developing Countries 

With the implementation of the “going out” strategy, China has gradually entered 

the stage of both attracting foreign investment and foreign investment. In 2016, 

China’s outward foreign direct investment amounted to US$196.149 billion with a 

year-on-year increase of 34.7%. At the same time, China’s inward foreign direct 

investment reached US$126.01 billion, a difference of more than US$70 billion from 

China’s foreign direct investment. China and developing countries have always 

maintained close investment relations. As of 2016, China’s investment stock in 

developing countries reached US$1,142.618 billion, accounting for 84.2% 32  of 

China’s total foreign direct investment stock. This section outlines the mutual 

investment between China and developing countries. 

4.1.1 Overview of Bilateral Investment  

1. Investment of China in Developing Countries 

Developing countries are the main destination for China’s outward direct 

investment, of which 80% is distributed in developing countries. As of the end of 

2016, China’s investment stocks in developing countries accounted for 84.2% of 

China’s total investment. Hong Kong (China) is a major investment destination, as 

China’s investment in Hong Kong (China) accounted for 68.3% of the total 

investment stock in developing countries at the end of 2016. As can be seen from 

Figure 4.1.1-1, China’s investment stocks in developing countries account for a 

decreasing proportion of its total foreign direct investment, but the proportion has still 

remained above 80%. Affected by the 2008 financial crisis, China increased 

investment in neighboring developing countries, so that the investment stock 

accounted for more than 95% of the year, reaching the highest value. From the 

perspective of investment flows, China’s direct investment flow to developing 

countries has experienced fluctuations. In 2007, the proportion of investment flows 

was 89.04%, but proportion fell to 81.54% in 2016. 

                                                        
31 The countries along the B&R analysis in this chapter include developing countries and transition economies 

along the B&R. Developed countries such as Austria and New Zealand are not included. 
32 The data comes from the Statistical Bulletin of China's Foreign Direct Investment and the China Statistical 

Yearbook. 



 
Figure 4.1.1-1 Proportion of China’s Direct Investment in Developing Countries to 

China’s Total Foreign Direct Investment 
Source: 2007-2016 China Statistical Foreign Direct Investment Bulletin. 

 

(1) Flow Characteristics of China’s Investment in Developing Countries 

In 2016, China’s direct investment flows to developing countries were 

US$159.952 billion, increasing 26.37%, accounting for 81.54% of China’s total 

foreign direct investment flows. Among them, China’s investment flow to Hong Kong 

(China) is US$114.23 billion, accounting for 58.2% of the total investment flows to 

developing countries. Figure 4.1.1-2 shows the flow characteristics of China’s direct 

investment in developing countries and growth rates changes. It can be seen from the 

figure that China’s direct investment flows to developing countries show an overall 

upward trend, with an increase of nearly 6.78 times in 2016 compared to 2007. In 

terms of investment growth rate, China’s investment in developing countries 

increased significantly in 2008, with the growth rate reaching 124.08%. Then the 

investment growth rate fell to -6.59% in 2009, and then fluctuated in a smaller width. 

 

 
Figure 4.1.1-2 China’s Direct Investment Flows and Growth Rates for  

Developing Countries 
Source: 2007-2016 China Statistical Foreign Direct Investment Bulletin. 

 

(2) Stock Characteristics of China’s Investment in Developing Countries 
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Figure 4.1.1-3 reflects stock characteristics of China’s direct investment in 

developing countries and changes in growth rates. In 2007, China’s investment stock 

in developing countries was US$109.965 billion. By the end of 2016, China’s 

investment stock in developing countries reached US$1,142.618 billion, increased for 

10.39 times. Among which, China’s investment stock in Hong Kong (China) is 

US$780.745 billion, accounting for 68.3% of the total investment stock of developing 

countries; and that of ASEAN region is US$71.554 billion, accounting for 6.3%. 

Although China’s investment in developing countries increased rapidly in 2008, its 

investment flows to developing countries declined in 2009 compared to 2008, the 

stock growth rate in 2009 has dropped significantly. After 2010, China’s growth rate 

of investment stocks in developing countries tends to be stable. 

 

 
Figure 4.1.1-3 China’s Direct Investment Stocks and Growth Rates for  

Developing Countries 
Source: 2007-2016 China Statistical Foreign Direct Investment Bulletin. 

 

2.Investment of Developing Countries in China 

After joining the WTO, China has continuously relaxed the scope of foreign 

investment and created a high standard of business environment. China’s use of 

foreign capital has grown rapidly, and in 2002 China became the world’s largest 

foreign capital inflow country. Figure 4.1.1-4 depicts foreign direct investment 

attracted by China from the world and developing countries. The graph shows that 

China’s direct foreign investment has maintained a steady and rapid growth rate. 

During the financial crisis, due to the global economic downturn and the financial 

supervision of developed countries, the willingness and investment capacity of 

multinational corporations to invest abroad have fallen sharply, and the amount of 

foreign capital used by China has dropped briefly. Later, in order to cope with the 

transfer of manufacturing of multinational companies to China, local governments 

increased their policy support for resource integration and investment environment 

optimization, and foreign investment began to rise. In 2010, China’s foreign direct 

investment increased by US$15.702 billion from 2009, and exceeded US$100 billion 

for the first time. In 2016, China’s actual use of foreign direct investment reached 

US$126.01 billion. The scale of China’s use of foreign investment in developing 

countries is basically the same as the trend of using world investment. This is mainly 

because more than 80% of the foreign direct investment actually used by China comes 

from developing countries. 
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Figure 4.1.1-4 Foreign Direct Investment Attracted by China from the World and 

Developing Countries 
Source: 2007-2016 China Statistical Foreign Direct Investment Bulletin. 

 

Table 4.1.1-1 reports on direct investment by developing countries in China from 

2007 to 2016. In 2007, the actual investment of developing countries in China was 

US$63.023 billion and reached US$113.16 billion in 2015 with an average growth 

rate of nearly 8%, but the amount of investment declined in 2016. The proportion of 

developing countries’ investment in China to China’s actual use of foreign direct 

investment has remained above 80%, and the overall trend is on the rise. In 2007, 

developing countries’ investment in China accounted for 84.29% of China’s total 

attracted foreign direct investment and the proportion reached 87.17% in 2016. 

 

Table 4.1.1-1 Direct Investment Attracted by China from developing countries 

and the world  

Unit: Billion Dollars, % 

Year 
Investment from Developing 

Countries 

Investment from the 

World 
Proportion 

2007 63.023 74.768 84.29 

2008 77.715 92.395 84.11 

2009 75.171 90.033 83.49 

2010 90.862 105.732 85.94 

2011 100.462 116.010 86.60 

2012 94.594 111.716 84.67 

2013 99.142 117.586 84.31 

2014 105.186 119.562 87.98 

2015 113.014 126.266 89.50 

2016 109.831 126.001 87.17 
Source: 2007-2016 China Statistical Foreign Direct Investment Bulletin. 

4.1.2 Two-way Investment of China and Developing Countries 

China’s investment in Asian Tigers is as high as US$819.4 billion, accounting for 

more than 60% of China’s total investment in the world. If only take developing 

countries in Asian Tigers as a sample to analyze the two-way investment between 

China and developing countries, it may cover up the status of mutual investment 
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between China and other developing countries. Therefore, in order to show the full 

picture, we will examine the two-way investment between China and large as well as 

small sample developing countries.33 

With the implementation of China’s “going out” strategy and increasing 

attraction of foreign investment, China’s investment in developing countries and the 

investment of developing countries’ in China have achieved significant growth. 

Figure 4.1.2-1 shows the mutual investment between China and large sample of 

developing countries. As can be seen from the figure, both China and developing 

countries’ investment show a growth trend. Before 2015, developing countries’ 

investment in China has always been more than China’s investment in developing 

countries, but the investment gap has been declining year by year. China’s investment 

in developing countries exceeded China’s investment in China for the first time in 

2015.  And after that, China’s direct investment in developing countries continued to 

rise, but developing countries’ investment in China began to decline. 

 

 
Figure 4.1.2-1 Mutual Investments of China and Developing Countries in  

Large Sample 
Source: Data from China Foreign Direct Investment Statistics Bulletin and the China Statistical 

Yearbook. 

 

Figure 4.1.2-2 shows the two-way investment between China and small sample 

developing countries that do not include the four Asian Tigers economies. The figure 

is quite different from 4.1.2-1, which indicates a two-way investment between China 

and the Asian Tigers has a great impact on the trend of two-way investment between 

China and developing countries. Since 2009, developing countries’ investment in 

China has continued to decline to a large extend while China’s investment in 

developing countries as a whole has maintained a growth momentum. In 2010, 

China’s investment in developing countries exceeded the investment of developing 

countries in China for the first time, and the two-way investment gap gradually 

expanded. With China’s industrial transfer and the acceptance of Chinese industries 

by developing countries, it is foreseeable that the two-way investment gap between 

China and developing countries will continue in the next few years. The two-way 

investment between China and developing countries has great potential and can 

governments formulate economic policies conducive to the development of both sides 

                                                        
33 Large sample developing countries include both developing countries and regions in the traditional sense, as 

well as four Asian Tigers, while small sample developing countries exclude four Asian Tigers. 
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and promote the further development of SSC through extensive investment 

cooperation. 

 

 
Figure 4.1.2-2 Two-way Investments between China and Small Sample  

Developing Countries 
Source: Data from China Foreign Direct Investment Statistics Bulletin and the China Statistical 

 

4.1.3 Investment Characteristics and Dilemmas between China and Developing 

Countries 

Investment cooperation between developing countries is an important boost to 

ensure the steady development of national economies and an effective means of 

promoting the participation of developing countries in the world economy. As the 

largest developing country, China’s investment cooperation with other developing 

countries has always been an indispensable part of promoting economic development 

in developing countries. With the rapid growth of investment between China and 

developing countries, investment cooperation methods and cooperation content have 

also emerged with new features. 

In terms of investment methods, investment between China and developing 

countries mainly adopts green-field investment in the early stage, but in recent years, 

acquisitions and mergers have gradually become the main way for China to invest in 

developing countries. Investing in mergers and acquisitions is conducive to 

companies to obtain key knowledge resources of local enterprises and can reduce the 

risks faced by independent operations, accelerating the market layout in the host 

country. Developing countries encourage foreign-invested enterprises to enter the 

country by means of mergers and acquisitions, while also encouraging domestic 

enterprises to make foreign direct investment through mergers and acquisitions. 

China, as a large developing country, plays an important role in M&A activities. In 

2016, foreign direct investment initiated by Chinese enterprises, from the overall scale 

of investment methods, cross-border M&A is much more than greenfield investment, 

and enterprises that choose to enter the host country by merger and acquisition are 

mainly state-owned large enterprises. 

In terms of investment distribution, 80% of China’s foreign direct investment 

stock is distributed in developing countries and regions, and covers almost all 

industries, mainly in the areas of leasing and business services, manufacturing, and 

wholesale and retail. Taking Hong Kong (China) as an example, Hong Kong (China) 
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is the main destination for China’s foreign direct investment. In 2016, China’s 

investment flows to Hong Kong exceeded US$100 billion for the first time, reaching 

US$114.23 billion, increasing 27.2% year-on-year. In terms of investment methods, in 

2016, China implemented 164 M&A projects for enterprises in Hong Kong (China), 

amount to US$15.374 billion. However, Chinese companies have been active in 

reinvesting M&A activities through their platform companies established in Hong 

Kong (China). For example, Qingdao Haier acquired GE’s home appliance business 

using US$5.58 billion and the Three Gorges Group’s acquired the Brazilian Jubia 

Hydropower Station and the Ilya Hydropower Project’s 30-year operating rights 

project using $3.773 billion, which were all completed through reinvestment. In terms 

of investment industry distribution, China’s investment in Hong Kong is mainly 

concentrated in leasing and business services, finance and wholesale and retail. These 

three industries account for nearly 75% of China’s total investment in Hong Kong. 

In the development process of SSC, investment cooperation between China and 

the vast number of developing countries is in the ascendant, playing a huge role in the 

economic development of various countries, and gradually becoming a force that 

cannot be ignored by the international community. However, in the context of today’s 

great transformation of the international order, despite the many new changes in the 

content and form of SSC, there are still some constraints on investment cooperation 

between China and developing countries. 

First, with the rapid development of the economies of developing countries, 

competition for investment between China and other countries has intensified. At 

present, China is at a critical stage of transformation and upgrading. The industrial 

structure and regional distribution of investment will have major changes. While the 

inherent advantages of China are gradually lost and the emerging advantages have not 

yet been cultivated, Southeast Asian countries have attracted a large number of cost-

seeking investments by virtue of their cost advantages. Emerging economies such as 

Brazil, Russia and India have gradually cultivated their respective advantages. 

Therefore, China and the developing countries have increased competition for foreign 

investment, and China faces serious challenges in attracting investment. 

Secondly, China’s foreign direct investment sources are relatively single, and the 

diversification of attracting partner countries needs to be improved. Although China’ s 

foreign direct investment in developing countries has grown rapidly, China’s foreign 

investment source structure is relatively simple, mainly concentrated in the Asian 

Tigers, especially in Hong Kong (China). With the deepening of globalization and the 

extremely fragile environment based on the cooperation of national interests, China 

should actively expand new investment partnerships. At present, investment 

cooperation between China and most developing countries is far below the general 

level, and there is still much room for development. 

Thirdly, the transformation of China’s domestic development path has also 

become a constraint to the investment and development of China and developing 

countries. China is in the midst of a crucial period of adjustment and transformation. 

This also means that foreign capital that seeks domestic policy concessions and cost 

advantages will be difficult to sustain, and even large-scale foreign capital withdrawal 

will occur. New foreign investment growth points are yet to be discovered. In 

addition, the international economic competitiveness of developing country 

enterprises is limited. With the rapid rise of Chinese local enterprises, foreign-funded 

enterprises are facing tremendous development pressure. While continuing to deepen 

their opening up, China has also imposed certain protection on local enterprises, 

further weakening the enthusiasm of developing countries to invest in China. 



 

4.2 Investment between China and Countries along the B&R 

4.2.1 An Overview 

The BRI as an important practice of SSC in the new era has been widely accepted 

and welcomed by countries along the B&R. With the establishment of the Silk Road 

Fund in 2014 and the signing of the Asian Infrastructure Investment Bank, the BRI 

construction entered the full implementation stage in 2015. Most of the 72 countries 

along the B&R are developing countries and transition economies with rising 

economic development. As the largest developing country, China has broad and 

mutually beneficial cooperation space with developing countries and transition 

economies. According to statistics from the Ministry of Commerce, at the end of 

2016, China’s direct investment stocks in the countries along the B&R were 

US$129.41 billion, accounting for 9.5% of China’s foreign direct investment stock. 

 

1. Investment of China in the Countries along the B&R 

Figure 4.2.1-1 depicts China’s investment flows to countries along the B&R. 

China’s investment in countries along the B&R has shown a volatility overall, with 

varying degrees of surge in 2008, 2012 and 2015. In 2007, China’s investment in 

countries along the B&R was US$3.795 billion. In 2015, it increased to US$20.539 

billion, reaching the highest value of investment with increase of nearly 5.35 times. 

However, in 2016, the amount of investment has declined. Figure 4.2.1-1 also shows 

China’s investment in developing countries and transition economies along the B&R. 

The graph shows that China’s investment trends in developing countries along the 

B&R and the whole sample countries of BRI are basically the same, which indicates 

that the developing countries along the B&R are the mainstay of China’s foreign 

direct investment. The transition economies along the B&R are mainly distributed in 

Central Asia, West Asia and parts of Central and Eastern Europe. Before 2012, 

China’s investment in transition economies has remained stable and low, with little 

volatility, but it has grown by leaps and bounds in 2012 to more than US$4 billion, 

but then fell. After 2015, China’s investment in transition economies began to show a 

growth trend. In the next few years, the BRI construction will create a better platform 

for investment cooperation between China and the transition economies and the 

investment in these countries will further increase. 

 



 
Figure 4.2.1-1 Investment Flows of China in the Countries along the B&R 

Source: 2007-2016 China Foreign Direct Investment Bulletin 

 

Figure 4.2.1-2 shows China’s investment stocks in countries along the B&R. By 

the end of 2016, China’s direct investment stocks in the countries along the B&R 

were US$129.41 billion, accounting for 9.5% of China’s total foreign direct 

investment stock, distributed mainly in Singapore, Russia, Indonesia, Laos, 

Kazakhstan, Vietnam, and the United Arab Emirates, Pakistan, Myanmar and 

Thailand. As can be seen from the graph, China’s investment in developing countries 

along the B&R has accounted for the vast majority, and has grown rapidly in recent 

years. China’s investment in transition economies along the B&R is relatively small, 

showing a slow growth trend. 

 

 
Figure 4.2.1-2 Investment Stocks of China in the Countries along the B&R 

Source: 2007-2016 China Foreign Direct Investment Bulletin 

 

Since the proposition of BRI, China’s investment cooperation with countries 

along the B&R has expanded rapidly. By the end of 2016, a total of 77 cooperation 

zones have being promoted by Chinese companies, 56 of which were located along 

the B&R. The cooperation effectively promoted the industrialization process and 

development of related industries in the countries along the B&R, especially in 

development and upgrading of key industries such as textiles, home appliances, steel, 
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building materials, chemicals, automobiles, machinery and mineral products. 

 

Table 4.2.1-1 Some Industrial Cooperation between China and the  

Countries along the B&R 
Cooperation 

Countries 
Cooperation Area Major Investment Cooperation Industry 

Cambodia 

Sihanoukville 

Special Economic 

Zone 

Textile and garment, machinery and electronics, high 

technology 

Thailand 
Taizhong Luoyong 

Industrial Park 

Auto parts, machinery, building materials, home 

appliances, electronics 

Vietnam 
Longjiang 

Industrial Park 

Light industry, textile, building materials, chemicals, 

food 

Pakistan 
Haier-Ruba 

Economic Zone 
Home appliances, textiles, building materials, chemicals 

Egypt 

Suez Economic and 

Trade Cooperation 

Zone 

Textile and garment, general machinery, automobiles, 

high and low voltage electrical appliances, supporting 

garments 

Russia 

Ussurik Economic 

and Trade 

Cooperation Zone 

Light industry, electromechanical, wood industry 

Ethiopia 
Oriental Industrial 

Park 

Light industry, textile, metallurgy, building materials, 

electromechanical 

Source: Investment Promotion Research under the BRI Strategy 

 

2. Investment of the Countries along the B&R in China 

Table 4.2.1-2 shows the investment attracted by China from the countries along 

the B&R in 2007-2016. The actual investment shows an upward trend. In 2012, 

China’s actual use of foreign investment in the countries along the B&R increased by 

nearly US$700 million compared with 2009, and exceeded US$10 billion for the first 

time. In 2015, China’s actual use of foreign investment from the BRI countries 

increased to US$12.073 billion, reaching the highest value. The table also shows the 

investment in China by developing countries and transition economies along the 

B&R. Overall, the actual foreign direct investment in China is mainly from 

developing countries along the B&R, and the investment from transition economies 

along the B&R is relatively small and shows a large volatility. 

 

Table 4.2.1-2 Investment Attracted by China from Countries along the B&R 

Unit: Billion Dollars 

Year Countries along the B&R 
Developing Countries 

along the B&R 

Transition Economies 

along the B&R 

2007 8.116 8.003 0.080 

2008 8.870 8.761 0.075 

2009 7.406 7.339 0.059 

2010 9.499 9.431 0.045 

2011 9.564 9.482 0.060 

2012 10.204 10.144 0.045 

2013 11.524 11.473 0.047 

2014 10.425 10.343 0.080 

2015 12.073 12.049 0.023 

2016 11.635 11.557 0.078 

Source: China Statistical Yearbook 2008-2017. 



 

Judging from the regional distribution of foreign investment, China has a large 

spatial difference in attracting foreign investment sources along the B&R countries, 

and mainly concentrated in ASEAN, followed by South Korea, Russia and India. In 

2016, China’s actual use of ASEAN’s foreign investment accounted for nearly 60% of 

the total investment from countries along the B&R. Among them, Singapore is the 

country with the most investment in China. The good investment cooperation between 

China and ASEAN is mainly due to its solid cooperation foundation. The BRI fully 

meets the development goals of China and ASEAN, and greatly releases the 

cooperation potential of both sides. In addition, the main investment countries in the 

Middle East are Saudi Arabia and the United Arab Emirates. The total investment 

amount of these countries has dropped significantly after the financial crisis, but it has 

been reversed in 2015. Central Asia and West Asia have a small and volatile 

investment base for China with Kazakhstan being a major investor. South Asia’s 

investment in China is relatively small, and investment mainly comes from India. 

However, as China-India relations being mature, the investment cooperation between 

the two sides in the economic and technological fields will further deepen. After the 

financial crisis, investment from Central and Eastern European countries in China has 

remained at a low level, with Russia as the main investment country. 

 

3. Bilateral Investment between China and Countries along the B&R 

During 2007-2016, China and the countries along the B&R made new progress in 

bilateral investment. In terms of investment scale, compared with China’s rapid 

expansion of investment in countries along the B&R, direct investment in China from 

countries along the B&R shows a slow upward trend. In terms of investment flows, 

China’s direct investment in the countries along the B&R in 2007 totaled US$3.279 

billion, and increased to US$14.211 billion in 2016. Before 2012, China’s investment 

in countries along the B&R was relatively small and volatile, but in 2012 it reached 

US$12.602 billion, surpassing US$10 billion for the first time. Also, it exceeds the 

investment of countries along the B&R in China at the same time. 

 

 
Figure 4.2.1-3 Bilateral Investment between China and countries along the B&R 

Source: 2007-2016 China Statistical Foreign Direct Investment Bulletin 
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4.2.2 New Features of Investment under the BRI 

The BRI has its unique international and domestic background. It is an important 

path for China to form a new all-round opening pattern. Therefore, under the BRI, 

China’s foreign direct investment has demonstrated new investment characteristics 

based on the principle of cooperation and mutual benefit. 

 

1. Diversified and Strategic Focus  

Under the BRI, China’s investment in countries along the B&R is based on 

principle of mutual benefit and win-win. Taking China’s existing industrial 

advantages and the priority of countries along the B&R for industrial investment and 

cooperation into account, the investment field is mainly China’s emerging 

advantageous industries and excess capacity industries. 

Among the emerging advantageous industries, the infrastructure sector is a 

priority area for implementation of the BRI. At present, China’s infrastructure 

construction capacity has leapt to the forefront of the world, and it can fully meet the 

needs of developing countries along the B&R. In the context of the BRI, China has 

carried out a number of cooperation with countries along the B&R in the areas of 

transportation infrastructure, energy infrastructure and information and 

communication area. In the field of transportation infrastructure, China signed a port 

cooperation framework agreement with Russia and Mongolia, and completed the 

opening of the Wulijie Port on the Sino-Mongolian border; for the China-Central 

Asia-West Asia Economic Corridor, the Zhongjiwu railway “Angren- Pap” Railway 

Tunnel Project has been completed and opened to traffic; in the direction of the 

China-Inland Peninsula Economic Corridor, the construction of the Yawan High-

speed Railway Pilot Section has been started, and the China-Laos Railway is also 

under construction. In the field of energy infrastructure, China has invested in a 

number of cooperative projects in countries along the B&R, such as the Matiari-

Lahore Power Transmission Project in Pakistan, the Segun power transmission project 

in Laos, and the Nanta River No. 1 Hydropower Project, the Goba Hydropower 

Project and the Xiakefuxia Hydropower Project in Ethiopia. In the field of 

information and communication, China has launched a number of major information 

and communication projects with countries along the B&R. For example, the East 

Africa Information Highway and the China-Pakistan cross-border optical cable 

project have been officially launched; the Zhongjita Asi Road Cable Project and 

China-Alfazabad-Wahhan Corridor-Kashi Cable Network Project is in steady 

negotiations. 

In the industries with excess capacity, investment mainly concentrated in the field 

of steel, construction material and mineral resources. In the field of steel, China’s 

investment in the countries along the B&R is mainly concentrated in the upstream 

exploitation of mineral resources and little in midstream smelting, and only have 

sporadic factories in Southeast Asia, Africa and other countries at present. In 2015, 

China Metallurgical, Magang (Group) Holdings Co., Ltd. and Ferrumcorp Company 

jointly signed the one million-tons/year comprehensive steel plant project in 

Kazakhstan. It is a breakthrough in investment cooperation between the two countries 

in the field of steel. Despite relatively slow progress in investment projects in the steel 

sector, the cost of steel production in major countries along the B&R is relatively high 

and the scale is small. Project cooperation between China and countries along the 

B&R in the field of infrastructure will inevitably lead to a large demand for steel. 

There is a lot of room for cooperation in the steel sector between China and countries 

along the B&R. In the field of building materials, China’s cement, glass and new 



building materials and other complete sets of technology and large-scale equipment 

have world-class levels with the price of obvious competitiveness in the world, which 

can fully meet the demand for building materials in the countries along the B&R. At 

present, China’s building materials investment in countries along the B&R is mainly 

concentrated in the Asian region. Leading domestic cement industry enterprises such 

as Huaxin Cement and Jidong Cement have successively invested and established 

factories in the countries along the B&R. The field of mineral resources development 

is a traditional field for Chinese enterprises to invest abroad, and it is also a major 

area for investment cooperation with energy countries along the B&R. At present, 

China’s investment in this field is mainly distributed in Central Asia, the Middle East, 

West Asia and North Africa, North Asia, etc., mainly involving Iraq, Turkmenistan, 

Kazakhstan, Yemen, Albania, Oman, Mongolia, Armenia, Montenegro, Egypt and 

Macedonia.  

 

2. Innovative methods and cooperation models 

When China invests in countries along the B&R, it adopts a multi-modal 

investment approach based on the development status of the countries along the B&R 

and the actual characteristics of the investment industry. The high-tech industry is one 

of China’s key areas for investment in countries along the B&R, such as information 

and communication, research and development, life sciences, and electronic chips. 

Countries along the B&R often hold an attitude of encouragement and support in this 

field. China often adopts cross-border mergers and acquisitions when investing in 

high-tech industries. The energy resources sector is also a key area for China to invest 

in countries along the B&R. Those countries are rich in energy and mineral resources, 

but the level of development is backward, thus, Chinese companies can give full play 

to their leading advantages in technology, talents and management. Long-term 

cooperation of local power, water conservancy and minerals departments in the host 

country are mainly based on the mode of equity cooperation, joint venture 

cooperation, greenfield investment and supplemented by cross-border mergers and 

acquisitions. 

The economic level, industrial differences, openness and policy environment of 

countries along the B&R vary greatly. Chinese companies that invest in foreign 

countries also have different overseas development goals. In order to better implement 

the BRI, enterprises pay more attention to the basic principle of “complementary 

advantages” and achieve a mutually beneficial and win-win situation through 

diversified, multi-level and innovative investment cooperation models in the foreign 

direct investment. Under the BRI, China adopts a “government-led, enterprise-

oriented, market-oriented operation” model for foreign direct investment in countries 

along the B&R, and adopts a joint venture and cooperation approach to integrate the 

resources of Chinese enterprises and countries along the B&R to jointly build and 

operate economic and trade cooperation zones. At present, China has established 

economic and trade cooperation zones in Russia, Georgia, Belarus, Tajikistan and 

Uzbekistan, and has accumulated rich operational experience, which provides a 

reference for other countries along the B&R to establish economic and trade 

cooperation zones. By the end of 2017, Chinese enterprises had built 99 overseas 

economic and trade cooperation zones in 44 countries along the B&R, with a total 

investment of US$30.7 billion, creating 258,000 jobs for the local area. Among them, 

the new investment in 2017 was $US5.79 billion, creating an output value of 



$US18.69 billion34. 

 

3. Location Advantages and Industrial Advantages 

When China conducts foreign direct investment to countries along the B&R, it 

pays attention to the regional advantages and industrial advantages of various regions 

in the country, and gradually forms five investment promotion gateways such as 

Bohai Rim region facing the Pan-Northeast Asia, the Yangtze River Delta region of 

the Pacific Rim, and the Pearl River Delta region of ASEAN, southwestern part of the 

Indian Ocean and the northwestern part of Eurasia. 

As the two core areas of the Silk Road, Xinjiang and Fujian have played an 

important role in investment cooperation with countries along the B&R. Xinjiang is 

the gateway to China’s opening to the west, and has made great progress in exchanges 

and cooperation with countries such as Central Asia, South Asia and West Asia. 

Taking advantage of the construction of the China-Pakistan Economic Corridor, 

Xinjiang will strengthen the investment cooperation in infrastructure of railways and 

highways to Central Asia, West Asia and South Asia. At the same time, Xinjiang 

attaches great importance to strengthening inter-governmental investment and 

cooperation relations between countries such as Central Asia and West Asia, and 

focuses on promoting the establishment of economic and trade cooperation projects 

with local governments like Georgia, Uzbekistan and East Kazakhstan. Fujian is an 

important starting point for the Maritime Silk Road. At present, the state has issued a 

series of opinions, plans and programs to support Fujian’s accelerated development, 

which is conducive to building interconnection and mutual benefit for Fujian and 

other countries along the B&R. Compared with Xinjiang, Fujian pays more attention 

to promoting maritime aviation cooperation with countries and regions along the 

Maritime Silk Road, focusing on expanding cooperation with ASEAN and actively 

exploring emerging markets in the Indian Ocean coastal areas such as South Asia, 

West Asia and the East Coast of Africa. 

4.3 The Economic Effect of China’s Investment in Countries along 

the B&R 

The dominant influence of foreign direct investment on the host economy is 

mainly reflected in the two aspects of growth and employment. For a long time, host 

country often measures whether the introduction of foreign capital promote domestic 

economic growth and employment growth when judging the gains and losses. With 

China’s active promotion of investment cooperation along the B&R countries, the 

reversal of two-way investment between China and those countries has caused some 

doubts. Is China’s investment in countries along the B&R only due to resource 

seeking, capacity transfer or political considerations? Can it drive the real economy 

and employment growth of countries along the B&R? Therefore, whether China’s 

investment in countries along the B&R has positive economic growth and 

employment effects needs to be objectively evaluated. 

4.3.1 The Impact of China’s OFDI on the Economic Growth of Countries along 

the B&R 

Foreign direct investment not only brings abundant capital to the host country, 

but also plays an important role in promoting the economic development by 
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introducing advanced production technology and management experience. The use of 

foreign direct investment can promote the economic growth of the host country 

through three channels: first, increase the capital accumulation of the host country and 

increase the rate of capital formation; second, introduce new technologies, improve 

the technical level of the host country, and increase the ratio of capital to output; The 

ownership advantage of the investment will induce and urge the host country to 

comprehensively improve the economic system, market structure and management 

system to improve the efficiency of resource allocation and thus promote economic 

growth. 

The impact of foreign direct investment on the economic growth of host countries 

has always been a hot issue of academic concern. Most scholars believe that foreign 

direct investment promotes economic growth in host countries (Campos and 

Kinoshita, 2002)35; but some scholars have pointed out that there may be a negative 

relationship between foreign direct investment and economic growth (Yanli Li, 

2010)36. Regarding the negative impact of foreign direct investment on the economic 

growth of the host country, relevant research mainly emphasizes that foreign direct 

investment has a crowding-out effect on domestic investment. This phenomenon 

mostly occurs in the investment of developed countries in developing countries. 

The countries along the B&R are mainly developing countries. This section 

mainly analyzes the impact of Chinese investment on the economic growth of 

countries along the B&R, showing the impact of mutual investment between 

developing countries and typical performance of SSC. The following is a study of 69 

developing countries and transition economies along the B&R to empirically analyze 

the impact of China’s investment in countries along the B&R on the economic growth 

of host countries. 

In order to test the relationship between China’s direct investment in countries 

along the B&R and the economic growth of the country, the following model was 

constructed: 

𝐿𝑁𝑃𝐺𝐷𝑃𝑖𝑡 = 𝛼 + 𝛽𝐿𝑁𝑂𝐹𝐷𝐼𝑖𝑡 + 𝛾𝑋𝑖𝑡 + 𝜖𝑖𝑡 
 

The PGDP of the dependent variable in the model is the logarithm of the actual 

GDP per capita of the countries along the B&R; the core independent variable is 

OFDI, indicating that China has a logarithm of direct investment in the countries 

along the line; ϵit  represents the random error term. In addition, the model also 

controls variables such as capital accumulation, consumption per capita and openness. 

In view of the availability and comparability of the data, relevant data of 69 countries 

along the B&R were selected, and the time span was 2003-2016. The raw data comes 

from the World Bank database and the China Foreign Direct Investment Statistics 

Bulletin. 

The results of China’s foreign direct investment on the real GDP per capita of 

countries along the B&R are reported in Table 4.3.1-1. We first estimate the full 

sample and the results in column (1) show that there is a significant positive 

relationship between the core independent variable OFDI (China’s direct investment 

in countries along the B&R) and the GDP per capita of the countries along the B&R, 

indicating that China’s investment in countries along the B&R has significantly 

contributed to the economic growth of the host country. Specifically, the real GDP per 
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capita of the countries along the B&R will increase by about 0.0479 percent when 

China’s direct investment in the countries along the B&R increase by 1 percent. We 

further conduct group estimates for developing countries and transition economies 

along the B&R, and the results are shown in columns (2) and (3), respectively. The 

results indicate that investment from China has increased the economic growth of 

developing countries and transition economies and has a greater impact on the 

economic growth of the transition economies. Specifically, the country’s real GDP per 

capita of developing countries along the rpute will increase by about 0.0412 percent 

for every 1 percent increase in China’s investment; the country’s real GDP per capita 

of transition economies will increase by about 0.0853 percent when China’s 

investment in the these countries increase by 1 percent. Obviously, the real GDP per 

capita of the transition economies is more resilient to investment, and the same 

investment of China promotes the real GDP per capita of the transition economies 

twice as much as that of the developing countries. 

 

Table 4.3.1-1 Impact of China’s OFDI on Economic Growth of Countries along the 

B&R 

Variables 
(1)  

Full Sample 

(2)  

Developing 

Countries 

(3)  

Transition 

Economies 

LNOFDI 
0.0479*** 

(3.23) 

0.0412** 

(2.37) 

0.0853*** 

(8.53) 

Constant term 
2.7830*** 

(15.28) 

3.3004*** 

(14.95) 

0.6972*** 

(6.54) 

Control variable Control Control Control 

R2 0.4509 0.4955 0.4159 

Observations 857 656 201 

Note: ***, **, and * indicate statistically significant at the 1%, 5%, and 10% levels, respectively; 

( ) is a stable standard error. 

 

The empirical test results show that the investment from China has significantly 

promoted the economic growth of the countries along the B&R, which indicates that 

the investment cooperation between China and the countries along the B&R is 

mutually beneficial and win-win. At present, China’s “going out” pace is accelerating, 

and countries along the B&R are important areas for China’s foreign direct 

investment. It is foreseeable that in the near future, the role of Chinese investment in 

promoting economic growth along the B&R will becomes more apparent; further 

promote the common development of the vast number of developing countries. 

4.3.2 The Impact of China’s OFDI on the Employment of Countries along the 

B&R 

The issue of employment concerns economic development and social stability 

and is a key issue for the economic and social development of all countries. In recent 

years, China’s direct investment in countries along the B&R has shown a rapid 

growth. While driving economic growth along the B&R, the impact on employment 

in these countries cannot be underestimated either. As of June 2018, China’s overseas 

economic and trade cooperation zones built in countries along the B&R had a total 

investment of US$28.9 billion, creating 244,000 jobs and US$2.01 billion in tax 

revenue. 37  This section mainly analyzes the employment effect of China’s direct 
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investment in countries along the B&R. 

China’s investment can have an impact on employment in countries along the 

B&R both directly and indirectly. On the one hand, China can adopt cooperation, joint 

venture and sole proprietorship when investing in countries along the B&R. When a 

new company is established in the host country, it can directly create employment 

opportunities for local residents. On the other hand, after Chinese companies enter the 

countries along the B&R, they will work with the host country and contact in terms of 

mobility, production and consumption can indirectly create jobs for the local area. In 

general, what plays an important role in employment is the investment stock rather 

than the investment flow. Therefore, when we conduct empirical tests, we choose 

China’s investment stocks along the B&R as the core independent variables. At the 

same time, considering the possible lag effect of investment on employment, thus we 

add the lag variable of investment to the model. To test China’s direct investment in 

countries along the B&R and its employment impact, the following model was 

constructed: 

𝐿𝑁𝐸𝑀𝑃𝑖𝑡 = 𝛽0 + 𝛽1𝐿𝑁𝑂𝐹𝐷𝐼𝑖𝑡 + 𝛽2𝐿𝑁𝑂𝐹𝐷𝐼𝑖𝑡−1 + 𝜖𝑖𝑡 
 

The model’s dependent variable EMP is the employment situation of countries 

along the B&R, measured by the ratio of employment to population in each country; 

the core independent variable is OFDI, which indicates the foreign direct investment 

stocks of China in countries along the B&R, and takes the logarithm;OFDI-1 indicates 

the one lag period of China’s foreign direct investment stocks in the country and ϵit 

indicate random error terms. The empirical analysis is based on 69 developing 

countries and transition economies along the B&R, with a time span of 2003-2016. 

The raw data comes from the World Bank database and the China Foreign Direct 

Investment Statistics Bulletin. 

 

Table 4.3.2-1 Impact of China’s OFDI on Employment of Countries along the B&R 

Variables 
(2)  

Full Sample 

(2)  

Developing 

Countries 

(3)  

Transition 

Economies 

LNOFDI 
0.0074*** 

（2.76） 

0.0042 

（1.21） 

0.0201*** 

（7.58） 

LNOFDI-1 
0.0058 

（1.56） 

0.0064 

（1.43） 

0.0021 

（0.46） 

Constant Term 
4.0970*** 

（14.40） 

4.116*** 

（13.53） 

4.0288*** 

（19.47） 

R2 0.2297 0.3551 0.5178 

Observations 824 635 189 

Note: ***, **, and * indicate statistically significant at the 1%, 5%, and 10% levels, respectively; 

( ) is a stable standard error. 

 

The results of China’s foreign direct investment on the employment rate of 

countries along the B&R are reported in Table 4.3.2-1. From the regression results of 

the full samples, it can be seen that there is a significant positive relationship between 

the core explanatory variable OFDI and the employment rate of the countries along 

the B&R. The coefficient of LNOFDI is 0.0074, that is, the employment in the 

countries along the B&R will increase by about 0.0074 percent when China’s 

investment increases by 1 percent. LNOFDI-1 measures the dynamic impact of the 

investment of the first phase of the lag on the employment of countries along the 

B&R. The test results show that the impact of the investment in the first phase is not 



significant. We further conducted a sample test of developing countries and transition 

economies along the B&R. The results show that the impact of investment from 

China on employment in developing countries is not obvious, but significantly 

increases the employment rate of the transition economies. Specifically, the 

employment rate in the transition economies increases by about 0.0201 percent for 1 

more percent investment of China. Through empirical tests, it has been found that 

China’s investment has promoted employment in countries along the B&R, especially 

for transition economies. 

4.4 Development of SSC under the BRI 

SSC is an effective means to ensure the active participation of developing 

countries in the world economy. As an active promoter and practical force of SSC, 

China has been firmly promoting the common development of developing countries. 

Under the current environment of international order transformation, SSC has 

gradually entered a stage of slow development, and the investment joint venture 

model between China and developing countries also needs innovation. In this context, 

the BRI has received widespread attention and positive response from countries along 

the B&R. From the geographical scope of the BRI, most countries in Central Asia, 

West Asia, North Africa, Central and Eastern Europe, South Asia, Southeast Asia and 

Oceania are mainly developing countries. Therefore, BRI has a close intrinsic 

relationship with SSC and is an important practice for innovative SSC between China 

and developing countries. Under the protection of the framework and principles of 

SSC, the BRI is more likely to be recognized and supported by developing countries 

along the B&R; the successful implementation of the BRI has provided new impetus 

and mode for China and the developing countries to innovate SSC. China and 

developing countries along the B&R can make full use of the open platform to jointly 

promote the development of SSC, share benefits together and jointly innovate a new 

situation in SSC. 

4.4.1 BRI Path Provides Reference for SSC 

At current, mutual investment between China and developing countries presents 

new features. From China’s perspective, it needs to transfer mature and relatively 

surplus manufacturing to other developing countries. For other developing countries, 

especially those with insufficient industrialization, they need to actively use foreign 

direct investment to achieve their own industrialization. China and other developing 

countries are faced with the actual needs of international industrial transfer and 

cooperation. How to adjust and innovate the investment cooperation model between 

China and developing countries is an important issue. At present, the BRI provides a 

new reference for South-South investment cooperation under the infrastructure 

development-industrial transfer path between China and developing countries along 

the B&R. 

Most countries along the B&R are developing countries with relatively 

insufficient industrialization. These countries face the arduous task of further 

developing industrialization, but they lack experience in capital, technology and 

industrial development. China is one step ahead of most developing countries in terms 

of capital adequacy, industrial maturity, investment experience and management 

experience. It not only has the need for industrial transfer, but also has the ability to 

transfer industries, which can meet the needs of developing countries along the B&R 

for foreign capital. However, most developing countries along the B&R have weak 



infrastructure construction capabilities and are unable to support investment from 

China. Therefore, the infrastructure sector is an important area for investment 

cooperation between China and countries along the B&R, and it is also important for 

future industrial transfer.. At present, China is at the leading level in terms of 

infrastructure construction capacity and its supporting industry development 

capabilities. China and the countries along the B&R have first carried out investment 

cooperation in the infrastructure sector, and based on this, smoothly carried out 

industrial transfer investment. And the facility development-industry transfer 

investment cooperation path can provide reference for innovative South-South 

investment cooperation. In South-South investment cooperation, China and 

developing countries can adopt the path of infrastructure investment-industry transfer, 

first investing in the infrastructure sector of developing countries, and gradually 

transferring industries under the support of good infrastructure. Making infrastructure 

investment the forerunner, on the one hand, is because infrastructure interconnection 

is a prerequisite for future industrial transfer and economic development. On the other 

hand, the infrastructure sector is a huge industry with a wide range of investment 

opportunities and returns. Under the BRI, China and countries along the B&R have 

taken infrastructure investment as the forerunner and gradually launched investment 

cooperation in more fields. China and South investment cooperation can be extended 

from developing countries along the B&R, and gradually to developing countries such 

as Africa and Latin America, providing a new path for the innovative development of 

SSC. 

4.4.2 BRI Financing Mechanism Provides Reference for SSC 

One of the dilemmas of investment cooperation among developing countries is 

the shortage of funds and the lack of investment and financing experience. Over the 

years, China’s investment cooperation with developing countries in Asia, Africa and 

Latin America is establishing projects in the form of aid, but China’s own capabilities 

are limited. This kind of investment cooperation is not sustainable, and insufficient 

funding sources seriously restrict the development of SSC. Adequate funds are an 

important guarantee to support the smooth development of South-South investment 

cooperation. The investment and financing mechanism of China and developing 

countries along BRI provides a new reference for innovative South-South investment 

cooperation model. 

Under the BRI, China’s investment in developing countries along the B&R, 

especially infrastructure, requires a lot of financial support. These investments are 

large in scale, long in payback period and have certain risks. According to estimates 

by the Asian Development Bank, the annual infrastructure investment demand in Asia 

before 2020 is as high as US$730 billion38. The huge funding gap in the field of 

infrastructure construction is the primary issue in the promotion of the BRI. In order 

to solve the problem of insufficient funds in the investment process, China has fully 

utilized the accumulated foreign exchange reserves in recent years and established 

financial institutions and financing mechanisms such as the Asian Infrastructure 

Investment Bank, which has solved the funding problem of China and developing 

countries along the B&R to a certain extent. In addition, China’s independent 

investment funded Silk Road Fund, China Development Bank, China Exim Bank and 

other policy banks and state-owned commercial banks have also provided important 
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financial support and guarantee for China and investment projects along the B&R 

countries. The investment and financing mechanism of China and developing 

countries along the B&R can provide a successful template for the future 

development of SSC. At the same time, it should focus on further strengthening and 

deepening financial cooperation with host countries and actively attracting host 

countries to participate in investment and financing of infrastructure projects. Taking 

the BRI as an opportunity, from point to point, gradually transition from key countries 

along the B&R to developing countries to other countries along the B&R, to 

developing countries in the world, and effectively copy the financing mechanism 

under the BRI to South-South investment cooperation, which will enable SSC to 

adapt more to the general trend of world economic development and to meet the 

interests of more developing countries. 

  



5. China’s Foreign Aid to BRI Developing Countries  

Since proposed the BRI, China’s foreign aid has turned and supported to the 

initiative in aid sector, aid modality, recipients, etc. China’s foreign aid fills the 

funding gap for development, improves local infrastructure, promotes trade and 

investment, so that helps to fulfill the five goals of the B&R. Chinese foreign aid still 

has some problems that may hinder the B&R, for instance, big gap between financial 

demand and supply, unbalanced aid sector distribution, low concessional level, less 

attention to environmental and social effects; lack of monitoring and evaluation 

system, and so on. To better meet the needs of the B&R Initiative, China should 

reform its aid policy and management. As for aid policy reform, China should 

promote to reshape the current global financing system for development; use all kinds 

of financing modalities properly; promote to construct new global partnership for 

development; and pay attention to both economic aid and social aid, etc. For aid 

management reform, China could further define responsibilities of sectors in China 

International Development Cooperation Agency, coordinate their works; implement 

the result-based management; set independent aid monitoring and evaluation agency; 

and put forward the aid theory with China’s own characteristics.  

5.1 Overview of China's Foreign Aid to the BRI Countries 

5.1.1 Aid scale  

Since the launch of the BRI in 2013, China’s foreign aid to countries along the 

B&R has been on the rise. Regardless of policies and regulations, international 

commitments or actual actions, China has emphasized the important role of foreign 

aid in the BRI and its policy orientation. 

As for aid policies, the Ministry of Commerce published the Measures for 

Foreign Aid Management in 2014, clearly pointed out that foreign aid work will be 

coordinated with the BRI and surrounding strategies, and new aid funds will be 

mainly tilted towards countries along the B&R and neighboring countries. 

As for international commitments, Xi Jinping made four promises at the 2017 

B&R Summit. First is to increase aid scale. The Chinese government will add 

RMB100 billion to the Silk Road Fund and increase US$1 billion (plus the US$1 

billion promised at the 70th UN General Assembly, it will be expanded to US$3 

billion) to the SSC Development Fund. The China Development Bank and the Export-

Import Bank will provide RMB 150 billion and RMB130 billion worth of special 

loans respectively to support the construction of the B&R. Second is the talent 

training. In the following five years, China will arrange 2,500 young scientists to 

come to China for short-term scientific research and train 5,000 people in science and 

technology and management personnel. Third is to carry out the people's livelihood 

aid project. In the following three years, China will provide RMB60 billion of 

assistance to developing countries and international organizations involved in the 

B&R construction to build livelihood projects; implement some small-scale livelihood 

projects called three “100” projects to those countries; provides US$1 billion to 

relevant international organizations to implement a number of cooperative projects 

that benefit countries along the B&R. Fourth is to increase aid on climate change. 

China will set up an eco-environmental big data service platform and advocate the 

establishment of the B&R Green Development International Alliance to provide aid 

on climate change. 
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As for practical actions, since 2013, China has provided a large amount of 

foreign aid to countries along the B&R to help them build many infrastructures, such 

as improving medical and health conditions and supporting the construction of ports, 

airports and highways. With the gradual advancement of the BRI, there will be more 

and more aid used in the initiative. 

5.1.2 Aid Sectors 

The B&R initiative focuses on infrastructure construction as a core starting point 

and priority sector. In order to realize the interconnection among China and countries 

in Asia, Africa and Europe, China has input trillions of dollars in infrastructure 

construction. To match up with the BRI, China’s economic infrastructure assistance to 

countries along the B&R has also increased, mostly in the way of preferential 

government loans. For the developing countries along the B&R, the poor quality of 

economic infrastructure has become an important constraint to their foreign economic 

cooperation and economic growth. China’s own development experience also fully 

shows that infrastructure plays fundamental role in the process of economic growth, 

so economic infrastructure assistance has always been the most important area in 

China's foreign aid. The White Paper on China's Foreign Aid (2014) shows that the 

proportion of economic infrastructure assistance in China's foreign aid in 2010-2012 

was about 44.8%, and before that (1950-2009) it was more than 50%. In contrast, 

among the total official development assistance of OECD/DAC countries in 1960-

2012, the proportion of economic infrastructure assistance has remained at around 

16% (excluding Japan). Although in recent years, the proportion of economic 

infrastructure aid in China's total foreign aid has declined, and the proportion of social 

infrastructure aid has increased significantly (from 3.2% in 1950-2009 to 27.6% in 

2010-2012), but the priority sectors for aid to countries along the B&R are still 

economic infrastructure assistance, and their proportion will not decline in the short 

term. Of course, with the gradual advancement of the BRI and the improvement of the 

economic infrastructure of developing countries, China’s social infrastructure 

assistance to countries along the B&R will gradually increase, livelihood projects like 

the three “100” projects will continue to increase. More direct livelihood assistance 

such as poverty alleviation, medical care, education, and personnel training will 

become priority areas in China’s aid for countries along the B&R. 

5.1.3 Aid Participant 

It is undeniable that government is the leading force for foreign aid, both in 

developed countries and in emerging donors. However, the power of government is 

limited, and there may be various restrictions. The participation of private sectors can 

not only make up for the limited government funding, but also help to monitor the 

progress of foreign aid. In particular, they have more advanced experience and 

technology in project implementation, and have the advantage of non-government 

status. Therefore, private sectors are indispensable participators in foreign aid 

activities. 

The BRI projects include large-scale economic infrastructures investment, which 

need huge capital, with long construction period, and are difficult to obtain returns in 

the short term. The problem of insufficient supply of funds is very serious. Although 

the Chinese government has promoted to establish the Asian Infrastructure Investment 

Bank, the Silk Road Fund, the BRICS Development Bank and other multilateral 

development banks, trying to provide more fund for the B&R, the government alone, 



especially the Chinese government, cannot solve the huge contradiction between the 

fund supply and demand. Therefore, China has been actively encouraging and 

attracting non-government actors such as enterprises and civil societies to participate 

in the construction of the B&R to mobilize more market entities to finance the B&R. 

China has RMB180 billion of public and private partnership (PPP) financing support 

fund, and promises to promote institutional changes, changes in ideas so also foster an 

efficient, standardized and transparent PPP model. 

In the investment along the B&R, the role of the PPP model has been more 

clearly reflected. Correspondingly, China's aid to BRI countries also includes 

diversified market players and a variety of funding methods, including not only 

Chinese government, but also host governments; not only developed countries, but 

also emerging economies and other developing countries; not only sovereign nations, 

but also multilateral development institutions; not only government, but also private 

sectors such as enterprises. It is conceivable that China’s BRI aid will involve more 

and more participants, and the status and role of non-government actors in the BRI aid 

will become more and more important, and the new development partnership is also 

gradually advanced. 

5.1.4 Aid Modality 

China's foreign aid includes grant, interest-free loan, and concessional loan. 

Since the reform of the foreign aid system in 1995, the governmental preferential 

loans have gradually become the most important way of China's foreign aid. In 1996, 

the government preferential loans provided by the Export-Import Bank accounted for 

only 5.6% in China's total foreign aid; from 2001 to 2005, the proportion remained 

below 20%, and rose rapidly after 200539, and then more than 50% (55.7%) since 

201240. By 2015, this proportion has risen to 63.4%. The government concessional 

loans are mainly used to assist recipients’ economic infrastructures, and thus become 

the most important aid modality in the development of the BRI. Since 2013, the 

“Liangyou” loans (government preferential loans and preferential buyer export 

credits) provided by the Export-Import Bank to countries along the B&R have been 

increasing rapidly. At the end of 2015, the loans provided by the Export-Import Bank 

exceeded RMB520 billion, increasing 46% compared with the loans at the beginning 

of the year, accounting for 37% of all overseas loans; in 2015, China Export Credit 

Insurance Corporation (“China Xinbao”) insures US$11.639 billion for the export, 

investment and contracting projects of the countries along the B&R , accounting for 

24.7% of its total insurance; underwriting 38 list BRI projects, with the amount of 

US$23.22 billion41. 

China mainly provides direct bilateral assistance in the BRI, which is still the 

main aid channel of China, accounting for about 90% of China's total foreign aid. 

However, with the gradual advancement of the BRI, more and more developed 

countries and emerging economies have joined the initiative, such as European 

countries like the United Kingdom and Germany, and emerging economies like 

Russia and Brazil; at the same time, to promote the BRI, China has initiated to 

establish a number of new multilateral development institutions and platforms, 

including Silk Road Fund, AIIB, BRICs Development Bank, Multilateral Production 
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Capacity Cooperation Funds, Development Funds, Investment Cooperation Funds, 

etc. In BRI, the triangular aid like “China, developed countries, and other developing 

countries”, “China, emerging economies, and other developing countries”, “China, 

multilateral institutions, and other developing countries” will continue to increase, 

and their proportion will be more in the later stages of BRI development. This is 

because the BRI is mainly for large-scale infrastructure construction. China has 

accumulated rich experience in this field; in addition, the initial period of 

infrastructure construction is risky and difficult to return, so many countries are 

reluctant to enter and invest. In the middle and late stages of the construction of BRI 

development, the assistance need of the partner countries in the areas of social sector, 

trade facilitation, and knowledge cooperation will gradually increase, and the 

profitability of the BRI projects will gradually emerge, so other countries and 

development institutions will have more incentive to join the BRI compared with the 

previous period, and triangular cooperation will be increased gradually.  

As for specific means of aid, China has almost adopted the modality of project 

aid in the practice of BRI, such as the construction of the Kahala hydropower project 

in Pakistan, the Addis Ababa-Djibouti railway project, and the Maldives’s 

international airport upgrade projects and port construction projects, China-Laos 

railway project in Laos, China-Central Asia, Sino-Russian gas pipeline projects, etc., 

which are related to China's main investment in large-scale economic infrastructures.  

Project aid has clear objectives, and rights and responsibilities of all parties are 

clear. Recipients can rely on specific projects to master new technology and 

management experiences as soon as possible. However, due to the relative 

independence of each project and the lack of systematic pre-planning, it affects the 

effectiveness of aid. The main aid modality of developed countries is not project-aid, 

but program aid (also called as sectorial aid) 42 . Program aid emphasizes the 

adjustment of the overall institutional structure of recipients and the implementation 

of comprehensive reforms, which are different from the partial repair of project aid. 

However, program aid has the characteristics of large scale, long time, high 

complexity, and high risk, so it requires the government has high overall planning and 

departmental coordination capacity. In the early stage of China's B&R development, 

the project aid method can be mainly selected, and then the proportion of program aid 

should be gradually increased. 

5.1.5 Aid Regions and Countries 

Asia and Africa have always been the key regions for international development 

assistance. They have also been the main areas of China's foreign aid, accounting for 

30% and 50% respectively. The key areas of the B&R construction are also Asian, 

European and African countries along the B&R, especially Asia and Africa. These two 

regions are the main areas of low-income countries in the world, and Africa is the 

main area of the least developed countries in the world. Asia is in line with the 

diplomatic principle of “peripheral is first”, so China’s foreign aid is also 

concentrated in Asia and Africa. It is foreseeable that China's aid spending in the two 

regions will increase in the future, especially in Southeast Asia and sub-Saharan 

Africa. 
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In recent years, the key regions of international development assistance have been 

generally shifting from Asia to Africa so does China's foreign aid. In 2010-2012, 

China’s assistance to the African region exceeded 50%. However, after B&R 

initiative, China’s foreign aid has tilted towards to Asian countries. Among the 67 

countries along the B&R, including 3 East Asian countries (China, Mongolia, South 

Korea) and about 11 Southeast Asian countries (Brunei, Indonesia, Malaysia, 

Myanmar, Cambodia, Laos, Philippines, Singapore, Thailand, East Timor and 

Vietnam), 6 Central Asian countries (Afghanistan, Kazakhstan, Kyrgyzstan, 

Tajikistan, Turkmenistan and Uzbekistan), 6 South Asian countries (Bangladesh, 

Bhutan, Maldives, Nepal, Pakistan, Sri Lanka), Middle East countries 14 (Bahrain, 

Egypt, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi Arabia, Syria, 

United Arab Emirates and Yemen), 3 African countries (Djibouti, Ethiopia, Kenya), 

Europe and Eurasia 24 countries (Albania, Armenia, Azerbaijan, Belarus, Bosnia and 

Herzegovina, Bulgaria, Croatia, Czech Republic, Estonia, Georgia, Hungary, Latvia, 

Lithuania, Macedonia, Moldova, Montenegro, Poland, Mania, Russia, Serbia, 

Slovakia, Slovenia, Turkey and Ukraine). It can be seen that Asia and Europe are the 

key regions for China's B&R construction, while African countries are few. From the 

perspective of recipients, in line with the construction of the B&R, China's foreign aid 

will also focus on developing countries in Asia, especially in Southeast Asia. Wang 

Luo, director of the International Development Cooperation Institute of the Ministry 

of Commerce, predicts that with the implementation of the B&R, the proportion of aid 

in Asian countries may increase to about 50% 43 . This is in line with China's 

"peripheral is first" diplomatic principle, and also highlights the increasingly close 

economic and trade ties between Southeast Asian countries and China in recent years 

and their important position in China's foreign economic relations. 

5.2 Impact of China's Aid on the BRI Developing Countries 

China's investment in countries along the B&R is mainly to achieve the five 

goals of policy communication, road connectivity, smoothing trade and investment 

movement, and people connection, aiming at mutual benefit and win-win cooperation 

with other countries. Development assistance has already played an important role in 

advancing these five goals. China’s aid to countries along the B&R will not only help 

them build the development capacity, but also create better conditions for trade, 

investment and economic development; and will help them create more friendly inter-

state relations, maintain and improve China's international image, which will pave the 

way for the establishment of far-reaching and influential diplomatic relations44  

5.2.1 Make-up the Gap of Development Fund 

Countries along the B&R are mainly developing countries, and some are the 

least developed countries, such as Laos and Bangladesh, which are generally faced 

with a shortage of development funds. The shortage of development funds has made it 

impossible for these countries to carry out infrastructure construction and 

improvement project. The environment and conditions for economic growth in these 

countries are rather poor, and they even fall into a vicious circle of “capital shortage – 
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low investment – economic backwardness – capital shortage”. TheBRI provides 

infrastructure funds for developing countries in the form of specific projects, which 

can alleviate the dilemma of insufficient development funds in these countries, 

improve economic growth conditions such as economic infrastructure, create a sound 

economic development environment, and promote these countries’ development. 

However, in the early periods of infrastructure investment and for some unprofitable 

projects, it is difficult to attract development and commercial funds. At this time, the 

investment mainly relies on governmental aid funds. In other words, in the early days 

of the BRI and some specific projects, China's development assistance, especially 

concessional loans, is the main way to make up the funding gap. 

5.2.2 Improve Local Infrastructure Conditions 

As mentioned above, infrastructure interconnection is one of the important goals 

of the B&R construction, and also the focus of the previous construction. Since the 

beginning of B&R initiative, China’s foreign aid has actively supported the 

infrastructure construction of developing countries in the form of concessional loans 

or interest-free loans, such as the Sabah-Dannan railway maintenance project in 

Malaysia and the 1×60 MW in Cuba’s Siro material power plant project, Serbia's 

Hungarian railway project, China-Brazil cable project (China-Pakistan land cable), 

China-Laos, Sino-Thai railway project, East Africa railway network project, etc. 

These projects help improve Infrastructure conditions such as the railways, highways, 

airlines in countries along the B&R. The B&R is led by the construction of six 

international economic corridors including China-Pakistan, China-Mongolia-Russia, 

New Eurasian Bridge, China- Central Asia-West Asia, China-Central South Peninsula, 

Bangladesh-China-India-Myanmar, relying on major projects of railways, ports and 

pipe networks. At present, the integration of land, sea, air and digital four-in-one 

composite infrastructure has taken shape, and China's economic infrastructure 

assistance has contributed greatly in the early stage of project construction. 

5.2.3 Promote Rapid Growth in Trade and Investment 

In 2014-2016, China’s trade with countries along the B&R totaled more than 

US$3 trillion. China’s investment in countries along the B&R has accumulated more 

than US$50 billion; bilateral investment agreements have been signed with more than 

60 countries along the B&R 45 . The rapid growth of China's foreign trade and 

investment is largely due to the facilitation and liberalization of trade and investment, 

while trade and investment facilitation are closely related to China's Aid for Trade. 

The World Bank and the OECD jointly proposed Aid for Trade in 2005. It is 

intended to provide assistance to backward developing countries, which is designed to 

improve their ability to conduct foreign trade and participate in the international trade 

system, thereby helping developing countries achieve economic growth and poverty 

reduction goals. In short, it is to combine foreign aid with trade and investment 

activities rather than providing assistance alone. Aid for Trade is a form of aid that is 

highly respected and adhered to by emerging donors represented by China, and is also 

a form of cooperation widely adopted in the construction of the B&R. Aid for Trade 

mainly includes six categories: aid and trade-related infrastructure; aid production 

capacity building; trade facilitation assistance; aid trade policy and management; 

trade liberalization assistance; and assistance to human resources. These six 
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categories mainly promote the trade capacity of recipients by promoting trade 

facilitation and liberalization and reducing trade costs. In the B&R construction, 

China’s foreign aid is mainly through improving infrastructure related to foreign 

trade, such as improving its transportation and storage conditions, improving its 

communication facilities, providing financial and insurance services, and so on. 

Thereby reducing the fixed and variable costs associated with trade in recipients, 

expanding the export profit margin of enterprises, creating new profit opportunities, 

and ultimately promoting exports from developing countries. In addition, China's 

foreign aid has also helped recipients to train economic and trade officials and talents 

by organizing economic and trade seminars for developing countries and funding 

international student programs. At the same time, they have also cultivated 

professionals who know and understand how to use WTO multilateral trade principles 

in recipients through cooperation projects. 

5.2.4 Improve Humanitarian Condition 

China always provides emergency humanitarian aid to other countries at the 

earliest opportunity to help them cope with the damages and shocks caused by natural 

disasters, wars and other emergencies, as well as countries along the B&R. For 

example, in the strong earthquake in Nepal on April 25, 2015, Chinese government 

launched the emergency humanitarian aid plan for the first time, providing Nepal with 

RMB20 million and RMB40 million of relief supplies. Humanitarian aid cannot only 

help recipients and regions cope with the crisis, maintain social stability, but also 

demonstrate China's responsible image and the friendship with developing countries. 

It is conducive to enhancing political mutual trust and creating a stable periphery and 

international environment, which can play a positive role in the implementation of the 

B&R initiative. 

5.2.5 Strengthen Development Capacity of Countries along the B&R 

China's foreign aid adheres to the concept of “teaching one to fish is better 

than giving him fish”, and pays attention to independent capacity building of 

recipients. During foreign aid, China generally shares its development experience and 

practical skills with recipients through complete sets of projects, human resources 

development cooperation, technical cooperation, dispatch of medical teams and 

volunteers to help them cultivate talents and enhance their self-development ability. 

China's complete set of projects supported by infrastructure assistance is not only for 

“renovation of roads and bridges” to improve the infrastructure level of recipients, but 

also help them train specialized technical and manage talents through specific projects 

to serve recipients’ independent development. That is, infrastructure interconnection 

is a trinity of infrastructure, institutional regulations, and personnel exchanges46. For 

example, China helped Myanmar build the Dingyin Bridge in 1986-1993, and helped 

Myanmar train nearly 100 bridge construction experts. Under the B&R initiative, 

China has begun to assist Myanmar to construct the new Gunnong Bridge project, as 

well as the Endu-Gaojiali highway reconstruction and expansion project, which has 

helped Myanmar to cultivate more engineers and technicians. 

Technical cooperation is an important way for China's foreign aid to help 

developing countries enhance their ability of independent development. Technical 
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cooperation means that experts are dispatched by China to provide technical guidance 

for the subsequent production, operation or maintenance of completed projects, and to 

train management and technical personnel of recipients. Through technical 

cooperation projects, China dispatches various experts to countries along the B&R, 

and extensively carries out technical cooperation in the fields of agriculture, clean 

energy, and policy planning, transferring applicable technologies, improving technical 

management level of developing countries, and cultivating local technical talents. 

Technical cooperation is most extensive in the agriculture. 

Human resources development cooperation refers China conducts various forms 

of government officials training, academic degree education, professionally technical 

training and other personnel exchange programs for developing countries through 

multilateral and bilateral channels. By the end of 2012, China had organized more 

than 5,591 training courses for developing countries in China, training about 170,000 

personnel. At the same time, China has sent more than 8,000 volunteers and Chinese 

language teachers to more than 60 countries, including computer training, agricultural 

technology, art training, industrial technology, and social development. In the practice 

of BRI, China has also actively carried out human development cooperation with 

countries along the B&R, including providing advanced academic degree education, 

short-term theme training and practical technical training, etc., to promote exchanges 

with these countries humanities in education and science and technology. For 

example, through the SSC and Development Institute, China has organized special 

training courses to help countries along the line to train relevant talents, and through 

the “Silk Road” scholarship, it provides learning opportunities for more than 10,000 

international students of countries along the B&R every year. For another example, in 

order to implement China-Africa "increase cooperation in education and human 

resources development", China Road and Bridge and Beijing Jiaotong University 

signed the "One Belt, One Road" International Talents Joint Training Strategy 

Cooperation Agreement, fully subsidizes international students to study advanced 

professional knowledge in railway engineering, electrification of track traction in 

China, providing talent support for Africa and infrastructure and transportation in 

countries along the B&R47  

5.2.6 Increase Triangular Cooperation 

In order to improve the effectiveness of foreign aid, enrich the means of foreign 

aid, and give full play to the comparative advantages of all parties involved, China 

has increasingly focused on multilateral cooperation with multilateral development 

agencies or other countries, and has achieved positive results. After the put forward of 

B&R initiative, China’s cooperation with existing development institutions has 

become closer and closer, and many new development institutions have been 

established to jointly promote the B&R construction. China has carried out strategic 

cooperation with the World Bank, the Asian Investment Bank, the BRICS 

Development Bank, the Asian Development Bank, the European Investment Bank, the 

European Bank for Reconstruction and Development, and other multilateral 

development banks to provide solid financial support for the B&R construction. Jin 

Liqun, president of the AIIB, pointed out that multilateral development institutions 

can play an important role in the construction of the B&R, provide better support and 

guarantee for participants in terms of the rules system, project financing, capacity 
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building, environmental and social policies, debt sustainability, and dispute 

resolution48. It is conceivable that there will be more and more triangular cooperation 

between China and global multilateral development institutions in the future. 

5.3 Opportunities and Challenges for Aid to the BRI Countries 

5.3.1 Opportunities 

1. Domestic opportunities 

（1）establishment of China International Development Cooperation Agency 

In March 2018, China established a special foreign development agency, the 

China International Development Cooperation Agency, which is responsible for 

China's foreign aid and is directly affiliated to the State Council. Its main 

responsibilities are to formulate strategic guidelines, plans and policies for foreign 

aid; to coordinate major issues in foreign aid and make recommendations; to promote 

foreign aid reform; to formulate foreign aid programs and plans; to identify foreign 

aid projects and to supervise the implementation of assessments. In terms of 

implementation, the Ministry of Commerce, the Ministry of Foreign Affairs, the 

Ministry of Finance, the Export-Import Bank of China, other ministries, and local 

governments continue to be responsible for the implementation of aid, which is 

coordinated by the Agency. China's international development cooperation, especially 

foreign aid, has developed significantly in recent years. China has become an 

increasingly important player and even the rule makers in international development 

arena. Foreign aid should become an important tool for conveying China's image and 

responsibility of a big emerging country, as well as for international cooperation. 

Therefore, the establishment of a dedicated international development agency is a 

natural trend. 

After the establishment of the China International Development Cooperation 

Agency, it will comprehensively coordinate China's foreign aid activities, so as to 

ensure that aid can better match the BRI, meet its operational needs, and avoid the 

disconnection and even contradiction between aid and B&R planning. In the past, 

China’s foreign aid was not handled by specialized, above-sectorial institutions, but 

was managed by the Ministry of Commerce. The Ministry of Foreign Affairs, the 

Ministry of Finance, and the Export-Import Bank of China and other ministries all 

participated in the assistance, lacking unified aid planning, and "separate politics" and 

mutual suspicion have led to poor effectiveness and low efficiency of foreign aid. 

After the establishment of the China International Development Cooperation Agency, 

it will be able to gradually change the status of aid “fragmentation”, centralize the 

allocation of limited foreign aid, better integrate into the B&R development, and 

better match the aid scale, aid sector, coordination of foreign aid and other funds, etc. 

with B&R plan. This will not only improve the effectiveness, but also better promote 

the B&R development. 

（2）more non-government actors are involved in foreign aid 

In recent years, aids provided by non-government sectors have increased rapidly. 

According to United Nations statistics, international private capital flows to 

developing countries have shown a strong upward trend in the past 10 years, from 

US$155.7 billion in 2005 to US$327.7 billion in 201349. Funds from individuals, 
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foundations and other civil societies provide are also increasing. SDG17 stated that 

the global partnership for sustainable development should be strengthened by building 

an effective new global development partnership that encompasses multiple 

stakeholders, including public sectors, private sectors, and civil societies. Addis 

Ababa Action Agenda of the Third International Conference on Financing for 

Development also particularly emphasizes the importance of private capital, and that 

private funds will become the main source of funding for sustainable development in 

the future. 

Governments have always been the leading sector of China's foreign aid and the 

main source of aid funding. In recent years, non-government actors have become 

increasingly interested in China's foreign aid, and their participation in aid activities 

has also increased. Chinese governments are also actively adopting various measures 

to encourage non-government entities such as enterprises and non-government 

organizations to participate in China's foreign aid activities. China stated in the China 

Country Plan for the Implementation of the 2030 Agenda for Sustainable 

Development (hereinafter referred to as the Country Plan) that it will draw on the 

experience and funding strategy of partnerships to encourage and promote the 

establishment of an effective public-public, public-private and civil society 

partnerships and promise to use the Chinese PPP financing support fund of 180 billion 

CHY to fosters an efficient, standardized and transparent PPP model. Therefore, it is 

conceivable that China will further enhance the status and role of non-government 

sectors in foreign aid in the future. The participation of non-government organizations 

in China's foreign aid will provide more sufficient funds for foreign aid, make foreign 

aid more efficient and effective, provide better financial and technical support for the 

B&R construction, and better promote the smooth implementation of B&R.  

 

2. International opportunity 

（1）proposal and implementation of the UN 2030 Agenda for Sustainable 

Development 

In September 2015, the 70th UN General Assembly approved the post-2015 

global sustainable development agenda—the 2030 Agenda for Sustainable 

Development, which became the guiding document for global and national 

sustainable development from 2016 to 2030. The United Nations 2030 Agenda 

includes the Sustainable Development Goals (SDGs) and the Addis Ababa Action 

Agenda of the Third International Conference on Financing for Development (the 

Addis Ababa Action Agenda). SDGs are the global development goals that need to be 

achieved in the next 15 years, including 17 major goals and 169 sub-goals, the Addis 

Ababa Action Agenda is the financing support and other action plans needed to 

achieve SDGs. 

After the adoption of the 2030 Agenda, it quickly gained attention from all levels 

of the world. Under the efforts of China, the 2016 G20 Summit put the development 

issue at the forefront of the global macro policy framework for the first time, and 

published G20 Action on implementation of the 2030 Agenda for the Sustainable 

Development Agenda. In order to advance and implement the 2030 Agenda for 

Sustainable Development, at the 70th UN General Assembly and its series of 

summits, China has made such international commitments as establishing a China-

United Nations Peace and Development Fund, establishing a SSC Assistance Fund, 

relieving interest-free loans of some countries, and the establishing the International 
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Development Knowledge Center. Later, China published the Country Plan, making 

the whole package of plans for implementation of SDGs, which also includes specific 

measures for foreign aid. After that, China began to gradually implement the previous 

international commitments from various aspects, and in accordance with the financing 

needs of the Addis Ababa Action Agenda, strived to expand the scale of aid, adjust aid 

policies and programs, and try to combine foreign aid with implementation of 

international commitments, so as to help other developing countries achieve the 2030 

Agenda for Sustainable Development as soon as possible. China's foreign aid has 

become more and more influential in the international arena by promoting the 

implementation of the 2030 Agenda. China's foreign aid system has also taken the 

opportunity to continuously adjust and improve to better adapt to the new era of 

foreign aid. 

Many goals of the 2030 Agenda are consistent with China's B&R initiative. The 

launch of this agenda can provide an important opportunity for China to promote the 

B&R. The implementation of the 2030 Agenda in China is also the process of 

continuous advancement of the B&R. Some scholars pointed out that the B&R 

initiative and the 2030 Agenda have the same concept, principles, objectives, and 

combination of these two will help China and countries along the B&R to increase 

trust and dispel doubts, enhance the international attraction of the B&R initiative, 

enhance China's participation in the SSC and help China gain more voice and 

influence in the new global development governance system50. 

（2）contradiction between supply and demand of foreign aid in developed 

countries 

Over the past 10 years, international development cooperation have changed a 

lot, facing the challenge of declining political will and development resource 

shortages. The assistance of traditional developed countries has weakened. There are 

serious misalignments and contradictions between the aid resources provided by 

developed countries and the actual needs of developing countries. On the one hand, 

due to the global financial crisis and economic crisis in 2008, economic growth in 

developed countries was blocked, and government debt was high. Many developed 

countries implemented austerity measures and reduced aid funding, and total official 

development assistance continued to decline until 2013. Despite this, most developed 

countries still have not achieved the international commitment of aid accounting for 

0.7% of GNI, and the actual level of assistance in developed countries is only about 

0.3% of GNI51. On the other hand, for many backward developing countries, foreign 

aid is still an important source of development funds, and aid demand has not 

decreased but increased. The aid from traditional developed countries is far from 

meeting the needs of developing countries for financing development. According to 

estimate of the United Nations Conference on Trade and Development (UNCTAD), 

the annual funding required to achieve the SDGs is as high as $2.5 trillion, while the 

total size of global aid is only around US$200 billion, with a huge funding gap. This 

challenges the international aid system. In March 2017, President Trump’s first 

federal government budget plan was announced, which clarified the principle of 

“America First” and reduced the budget of the International Development Agency by 

28%, marking the “global retreat” of the aid strategy of developed countries. 

In recent years, emerging countries represented by China have gradually 
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changed from recipients to donors, becoming into emerging donors. They have been 

providing increasingly aid and their status and influence in international development 

cooperation has also been rising. Foreign aid from emerging donors has increased 

resource flows and better met the needs of developing countries. Not only that, they 

adopt a new cooperation model that is completely different from the traditional 

developed countries, and it brings some challenges to the international assistance 

system led by developed countries. The international development assistance is 

undergoing significant changes. On the one hand, the aid capacity and influence of 

traditional donors have declined, and on the other hand, emerging donors such as 

China have become new and important fund providers. This will provide new 

opportunities for China to integrate into international development system, promote 

the reform of international aid system dominated by developed countries and gain 

more voices, and also good for the advancement of the B&R. 

5.3.2 Challenges 

1. Big gap between fund supply and demand  

Some scholars predict that the B&R initiative will require more than 20 trillion 

dollars in infrastructure alone. The expected investment demand for infrastructure in 

countries along the B&R from 2016 to 2020 is at least 10.6 trillion dollars 

(Development Research Center, China State Council, 201752), and the average annual 

capital requirement is about 2.1 trillion dollars. Since 1950, China has provided nearly 

RMB400 billion of aid to 166 countries and international organizations, with an 

average annual aid of about RMB5.6 billion (China Foreign Aid White Paper, 2014). 

Although aid is not the main source of funding for the B&R, as a pilot fund, it is far 

away from meeting the needs of the B&R construction. 

The Chinese government has proposed that it will continue to expand the scale 

of foreign aid to support the BRI, but China is still a developing country and faces 

many domestic sustainable development difficulties, such as economic 

transformation, social inequality, and increasingly harsh environmental problems. In 

addition, China’s own public debt ratio is close to the international warning line. 

Therefore, we should clearly understand the development gap between China and 

developed countries, and comprehensively and objectively assess China's 

development stage and capital supply capacity. At present, China's B&R investment 

funds are mainly from Silk Road Fund, but the US%40 billion plus RMB100 billio of 

Silk Road Fund is very limited compared with the huge funding gap. How to use the 

Silk Road Fund as a lever to incite China's domestic and global trillions of dollars in 

development financing and jointly build the B&R is a major challenge B&R 

construction faced. At the same time, in the case of serious shortage of funds and 

prominent contradiction between supply and demand, how to take effective measures 

to improve the quality of China's foreign aid utilization, that is, the effectiveness of 

foreign aid, is an issue that China urgently needs to consider and solve. 

 

2. Unbalanced aid sector distribution 

China's foreign aid is mostly concentrated in the sectors of economic 

infrastructure and energies, and the proportion of aid to social infrastructure of 

recipients is relatively low. In the development of the B&R, China's foreign aid has 
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also been invested into large-scale economic infrastructure, and the investment into 

people's livelihood projects is relatively small. The construction of large-scale 

economic infrastructure can lay the foundation for the industrialization of developing 

countries and create good development conditions and environment. It is China's 

choice based on local development reality and its long-term development experiences, 

and it is also the way China should continue to adhere to in the future. However, the 

construction of B&R requires not only an economic cooperation, but also a favorable 

social development53. China’s “material-oriented” foreign aid model is far from the 

broad masses of partners, and is not directly related to the vital interests and daily life 

of local people. This will cause local people in developing countries difficult to 

experience the benefits of China's foreign aid. They know very little about China's 

foreign aid, and there are even many misunderstandings and criticisms on Chinese 

aid. This is very different from foreign aid from developed countries. Developed 

countries have been less assisting large-scale infrastructure projects. Instead, they 

have chosen to assist small-scale livelihood projects that cost less but involve the vital 

interests of local people. The impacts are direct and effective, and the awareness and 

influence among local people are better than China’s aid. As an important part of 

China's foreign strategy, the overall trend of foreign aid is to transit from 

infrastructure construction to the “blood transfusion” of people's livelihood. In the 

process of promoting the B&R, how China adheres to economic infrastructure 

assistance while balance people's livelihood projects is very important for the smooth 

implementation of the BRI. 

 

3. Low concessional level of loans 

According to the OECD Gentleman Agreement, the grant element or concession 

level of "tied aid" cannot be less than 35%. In 2017, the interest rate of China's 

“Liangyou” loans is about 2%, and the loan period is 20 years (including a five-year 

grace period), and repayments are made once every six months, at a discount of 5%. 

Under this condition, the current concession level of China’s loans is about 22.57%. 

For countries along the B&R, the loan conditions provided by China are basically the 

same, that is, China’s loan preference for countries along the B&R is only 22.57%, 

and some countries have even lower preferential rates (such as the loan interest rate 

for many projects in Djibouti, Pakistan is close to commercial interest rate). In the 

same period, the concession level of preferential loans from the United States, Japan, 

South Korea and Germany were 43.56%, 58.77%, 69.53% and 23.31% respectively. It 

can be seen that in addition to Germany, the loan concession of main developed 

donors and the emerging donor South Korea has all reached the standard of 35%. 

China's loan concessional level is far lower than major donors, and lower than the 

minimum requirements of OECD for official development assistance of not less than 

25%, and much less than 35%. Therefore, the international community, especially 

developed countries, have always accused China of being too low grant element in 

preferential loans, and have not met the preferential requirements of “concessional 

loan”, more like commercial loans. This means that developing countries have 

borrowed additional non-concessional funds at high cost, increasing their debt burden. 

China has provided huge concessional loans to promote the B&R construction, 

mainly investing in large-scale infrastructure such as transportation, energy, and 

telecommunications. Infrastructure financing often leads to sovereign lending or 
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sovereign guarantees, and it is likely to challenge the sustainability of debtor 

countries. Some studies have pointed out that based on World Bank and IMF's debt 

sustainability assessment system, some countries along the B&R are high-risk 

countries (such as Mongolia, Maldives, Montenegro, Djibouti, Laos, Pakistan, 

Tajikistan, etc.). China’s new loans to them through the BRI will further worsen their 

debt situation. For example, in Pakistan, IMF warned that negative economic 

fluctuations could make Pakistan's public debt ratio higher than 70%. Prior to this, 

Pakistan has sought debt relief for the Paris Club six times, and a large number of 

loans from China made IMF worry that it may take the seventh time. Once these high-

risk countries have defaulted on their debts, not only will China's claims be 

unrecoverable, but the ongoing aid projects may also be terminated, which will also 

have a big impact on the economic development and stability of developing countries 

along the B&R. 

 

4. Less attention to environmental and social effects 

When China launched foreign aid projects, it has always paid little attention to 

environmental and social issues, and it has been criticized by developed countries and 

local people and civil societies. For example, they criticize China's foreign aid has 

damaged the local natural environment and the living environment of indigenous 

people, etc. In the process of building the B&R, China has also experienced this 

problem. For example, the Myitsone hydropower station of Myanmar aided by China 

was strongly opposed by local people in the early stage of operation. The reason was 

that local people believed the hydropower station would destroy the natural 

environment and could not guarantee their interests. The Myitsone hydropower 

station became the focus of ecologically damaged, corruption, lack of development 

and other issues, eventually led to the project being stopped. If China's foreign aid is 

still unable to make environmental and social impact assessments in the early stage of 

feasibility investigation, and develop and adopt feasible solutions in advance, then 

there may still be a similar to the Myitsone Hydropower Station. This is an urgent 

problem to be solved in China's foreign aid and the construction of B&R. 

 

5. Pressure from the increasing aid of US and Japan  

The BRI severely impacted and disrupted the US “New Silk Road” plan, 

threatening US's dominant position in the Asia-Pacific region and affecting Japan's 

Asian strategy. Since the United States announced its return to the Asia-Pacific 

region, the United States and its allies, Japan and other countries have been involved 

in Asia in a high-profile manner, making the situation in the Asian region more 

complicated and changeable. The United States announced the launch of the Lower 

Mekong Initiative (LMI) and provided $50 million to assist LMI countries in 

environment, disease prevention and other activities. Many Japanese research 

institutions have pointed out that China’s BRI is motivated to politically counter the 

US’s “Asia-Pacific rebalancing” strategy and Japan’s economic diplomacy in 

Southeast Asia to expand its influence and economically solve its overcapacity54. 

Under the guidance of this idea, Japan has also strengthened its aid in Asia. For 

example, Japan’s Prime Minister Shinzo Abe announced in 2015 that the Japan 

International Cooperation Agency (JICA) would provide Asian countries US$110 

billion concessional loans and aid for Asian infrastructure construction in the next five 
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years to counter China’s leadership in AIIB55. The increase in aid and strength of US 

and Japan in Asian region will inevitably exacerbate their competition with China's 

foreign aid in Asia, thereby weakening the influence and effectiveness of China's 

foreign aid in Asia, and thus impacting China's BRI. If United States and Japan 

further expand their aid to other countries and regions along the B&R (such as 

African region), their impact on China’s BRI will be even greater. Given that the aid 

strength of these countries far exceeds that of China and they are traditional donors, 

how to deal with the competition and cooperation between Japan and United States 

and other major countries is a problem China need to carefully handle in foreign aid 

and the B&R initiative in future. 

 

5. Lack of monitoring and evaluation system 

China has been paying less attention to the monitoring and evaluation of aid 

effectiveness and lacks a systematic aid monitoring and evaluation system. In order to 

strengthen the supervision and management of foreign aid projects, China has 

formulated a large number of policies and regulations for foreign aid project 

management. However, these regulations are only guidelines for assessing the 

effectiveness of specific projects in foreign aid and are not used to assess the 

effectiveness of overall assistance. China's Administrative Measures on Foreign Aid 

stipulates in Article 35 that the Ministry of Commerce should establish a foreign aid 

project evaluation system to evaluate the implementation of foreign aid projects, but 

there is not much explanation for evaluation rules. Therefore, how to evaluate the 

effectiveness of China's foreign aid projects is still an urgent question to be answered. 

It is extremely urgent to establish an independent, transparent and effective 

monitoring and evaluation system, which is also crucial to supporting and promoting 

the B&R construction. 

5.4 BRI and China's Foreign Aid Reform 

5.4.1 China's Foreign Aid Policy Reform 

1. Aid financing system reform 

（1）reshape the existing multilateral financing system for development 

Achieving the BRI requires large-scale and long-term capital investment. The 

existing multilateral financing system for development is mainly composed of 

multilateral development institutions, and developed countries are the main providers 

of funds. However, the global multilateral financing system led by developed 

countries has been unable to meet the needs of the new era. For example, it cannot 

meet the huge infrastructure financing gap in developing countries, attaches too many 

harsh conditions to aid projects in developing countries and project processing 

efficiency is low, etc.56 Therefore, it is necessary to reform and reshape the existing 

multilateral financing system. Reshaping the global multilateral financing system, 

from a macro perspective, is to adjust the existing multilateral financing system for 

development, especially the establishment of new multilateral investment and 

financing institutions, and microscopically, it is to promote the innovation of ways for 

multilateral development financing. 
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First, establish more and more new multilateral investment and financing 

institutions. As the most important emerging economy, China has advocated the 

establishment of the Asian Infrastructure Investment Bank (formally established at the 

end of 2015) to support infrastructure in Asian countries. The AIIB is a useful 

supplement to existing multilateral financing system for development. It can not only 

meet the huge capital needs of infrastructure construction of developing countries to 

some extent, but also make up for the shortage of funds of World Bank and Asian 

Development Bank, and will raise the status and role of emerging economies and SSC 

in multilateral financing for development. Thereby will further improve the 

multilateral development system for financing. Next, China can promote the 

development cooperation between AIIB and World Bank and Asian Development 

Bank to advance the reform the multilateral financing system for development, rise 

the voice of emerging economies in international development system, and transfer 

China’s economic development and poverty reduction experiences to enhance China's 

international status. At the same time, it is necessary for China to continue to promote 

the establishment of more new multilateral development banks (such as the Shanghai 

Cooperation Organization Development Bank) to diversify the dominant power of 

developed countries in existing international multilateral financing system and 

promote the distribution of power in international development financing system 

more rational and equal57. 

Second, promote innovation of development financing methods for multilateral 

development. In order to enrich the source of aid fund, China needs to actively 

explore to continuously promote innovation and diversification of financing methods 

for development. In addition to aid or debt relief from government, China can 

consider using participatory funds, special funds, public-private partnerships (PPPs), 

equity financing and creating incentives for project loans and the combination of 

financing methods above to construct a diversified financing system. Some new 

development financing methods are mentioned in the Addis Ababa Action Agenda, 

such as carbon trading tax, tobacco tax, green bonds, vaccine bonds, triangular loans, 

etc. China can use these new financing methods to acquire a wider range of funds. 

The key is to carefully analyze the risks, costs and benefits of various development-

financing methods and choose the appropriate combination of investment and 

financing methods based on characteristics of projects and different implementation 

stages of the whole project. 

（2）Properly coordinate all kinds of financing modalities 

With the economic growth of most developing countries, especially the 

economic slowdown and aid reduction of developed countries affected by the 

international financial crisis, the cooperation between countries with aid as the main 

form has quietly weakened. The principle of mutual benefit and win-win and the 

development cooperation helpful to enhance hematopoietic function is more favored 

by both parties. Development financing is a financing arrangement that aims to 

support the economic, social and political development of developing countries. 

Development financing includes a variety of forms of development cooperation to 

promote mutual learning and cooperation between North and South, South and South, 

and support low-income countries to seize their development opportunities. 

From the perspective of cooperation between countries, the official development 

assistance (ODA) led by developed countries and the development finance advocated 
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by China can work closely together to help developing countries. DAC donors are the 

world's largest providers of official development assistance, and because ODA is 

primarily gifted and concessional, its sufficiency, effectiveness and sustainability is a 

problem sometimes. However, the BRI proposed by China and AIIB promoted by 

China are all focused on production capacity cooperation and are more like 

development finance. Therefore, China's development financial institutions, or China-

led international development financing institutions, can cooperate with the foreign 

aid departments of developed countries, providing integrated aid packages to third 

parties that is developing countries. Specifically, these two sides can exchange 

information on existing and potential aid projects; based on this, find the intersection 

of these projects, and then seek cooperation between official development assistance 

and development finance projects. In the same target region, operation of ODA and 

development financial between China and the DAC donors can complement each 

other. For example, ODA can provide better development conditions for development 

financial cooperation at the early stage of project, and development financial can 

further consolidate and strengthen the results of ODA in return, thereby 

synergistically improving the effectiveness of aid. 

For example, for projects in the social sector, grants or interest-free loans can be 

used. For economic infrastructure projects, government concessional loans can be 

used, but in the middle and late stages of projects, funds can be turned into 

development funds or even private funds. China has always tended to combine aid, 

trade, investment and other financing methods. Both theories and facts prove that this 

“aid for trade” approach can indeed enhance the trade capacity of recipients and thus 

promote the economic growth of recipients. Therefore, in the future, China's foreign 

aid can continue to follow this way of the combination of several financing methods 

and explore a more reasonable combination. 

From the perspective of China's own financing methods, for recipients of 

different development levels, for different types of assistance projects, for different 

periods of projects, the order of China's foreign aid and other funding methods should 

be different. For example, for projects in the social sector, grants or interest-free loans 

in official development assistance can be used, and for economic infrastructure 

projects, government concessional loans in official development assistance can be 

used, but in the middle and late stages of the project, the financing funds can be 

development financing, which can even be funded by the private sector. China has 

always tended to combine aid, trade, investment and other financing sources. 

Therefore, in the future, China's foreign aid can continue to follow the approach 

provided by several financing methods and explore a more reasonable combination. 

All in all, China should examine in detail the basic national conditions and 

development needs of recipients. Based on this, we should thoroughly study the 

relevant theories of the use of funds, including the influencing factors of the mode of 

fund disbursement, how to match the funding methods with different countries and 

different projects, the timing and effectiveness of the entry of funds, etc., to better 

guide China's future foreign aid practices. 

 

2. Aid actors reform 

Governments and China's own capabilities alone cannot meet fund and 

technology needs of B&R construction. China should include non-government 

departments into B&R construction domestically; strengthen cooperation with other 

countries to jointly promote the construction of B&R internationally. 

(1) Promote the building of new global participant for development 



The new global partnership for development refers to a global development 

cooperation relationship, which formed as global actors strengthen cooperation in 

development aiming to achieve common global development goals. The new global 

development partnership must first ensure that all parties benefit, including developed 

countries. Only in this way can ensure the stability of this relationship. Secondly, we 

must give full play to comparative advantages of all parties: developed countries have 

sufficient funds and have accumulated rich experiences in foreign aid and 

development cooperation, while emerging economies are more aware of development 

needs of developing countries, and multilateral development institutions are good at 

development knowledge and practices. Therefore, China can build on SSC and use 

platforms for development cooperation such as the United Nations, G20, World Bank 

and ADB to further establish and strengthen triangular cooperation with international 

organizations and developed countries. At the same time, China can also attract non-

government actors such as private sectors and civil societies to participate in 

international development cooperation, and finally promote to construct a new global 

partnership for development that includes various contributors such as developed 

countries, developing countries, multilateral development organizations, private 

sectors and civil societies to jointly promote the construction of the B&R. 

(2) Strengthen coordination with developed countries in foreign aid 

Although China and developed countries follow different principles and 

practices of global development cooperation, and are also very competitive with each 

other in foreign aid to countries along the B&R, there is also a great space for them to 

cooperate. The triangular cooperation centered on recipients is the best way for 

cooperation. On the one hand, use triangular cooperation to bridge differences. For 

example, when developed countries assist developing countries, they often attach 

various conditions; especially require recipients to reform in the areas of democracy, 

good governance, and liberalization, etc. China strongly opposites the conditional aid, 

However, institutional economists represented by Acemoglu argued that institution is 

indeed an important factor affecting a country's economic growth58. Even though we 

do not fully support the forced institutional reforms forced by developed countries, for 

developing countries with serious corruption, dictatorship or protectionism and so on, 

it is necessary to attach certain conditions to ensure the effective and rational use of 

aid, but these conditions must not be used as an excuse to interfere with the autonomy 

of other countries. Therefore, when China and developed countries conduct triangular 

cooperation, they can make certain compromises on conditional issues. More 

importantly, the two sides should negotiate appropriate conditions for aid to benefit 

the reform and development of recipients. All in all, China and developed countries 

are able to dilute some differences and work together and cooperate to promote the 

common goals of developing countries to achieve the UN's 2030 Agenda. 

On the other hand, complement advantages of each other through triangular 

cooperation. If triangular cooperation between China and the BRICS countries is a 

strong alliance in similar fields, then the triangular cooperation between China and 

developed countries will complement each other in different fields. Furthermore, 

when conducting foreign development cooperation, China has emphasized capacity 

cooperation, especially the development of labor-intensive and resource-intensive 

industries in developing countries, which is actually a process to help developing 

countries achieve industrialization. But developed countries more emphasize energy 
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conservation and emission reduction and the development of a "green economy", 

which actually hopes that developing countries will achieve the "greenization" of 

manufacturing and economic growth. This is what China itself has not achieved until 

now, and also a content that lack in China's foreign development cooperation. If China 

can combine its production capacity cooperation with the energy-saving and 

emission-reduction schemes of developed countries through triangular cooperation, 

the B&R construction will take into account both economic growth and 

environmental protection, and achieve balanced development between the two. Not 

only that, China has accumulated more experiences in large-scale infrastructure 

construction, while developed countries are better at social infrastructure and services 

aid, both of which are inevitable for driving the development of backward developing 

countries. Hence, if these two sides can strengthen the triangular cooperation in 

recipients, especially in the form of program assistance, each focus on different areas, 

it will undoubtedly accelerate the process of poverty reduction and sustainable 

development in countries along the B&R.  

It should be emphasized that even in the same field, the cooperation focus 

between China and developed countries is different, and the advantages can be 

complemented. For example, in cooperation in medical field, China can focus on the 

construction of hospitals or rehabilitation centers, while developed countries can 

provide advanced equipment and technology. Moreover, communication and 

cooperation between Chinese and Western medicine can also be achieved to jointly 

improve the medical level of developing countries. 

(3) Actively explore proper public and private participant 

Developed countries pay particular attention to the role of non-government 

sectors such as civil societies and private sector in foreign aid. Therefore, China 

should actively cooperate with developed countries and adopt a series of measures to 

promote the development of the non-government sectors. On the one hand, China can 

learn from developed countries to promote the development of non-government 

sectors in China and even in partners. First of all, affirm the important position and 

role of private sectors and civil societies in foreign aid from the legal level and 

introduce relevant support policies (such as in financing aspect) to create a favorable 

environment for their participation in foreign aid. Second, increase financial support 

for private sectors and civil societies to provide a solid material basis for their 

international cooperation activities for development. Finally, urge and help private 

sectors and civil societies to strengthen their capacity building, form a unified 

management organization as soon as possible to coordinate and manage their foreign 

aid activities, avoid the decentralization and duplication of their foreign aid activities, 

and improve their ability of accountability for result. 

On the other hand, China should actively explore the best way for cooperation 

among domestic public and private sectors and vigorously play the role of public-

private partnership. First, under the premise of government-led financing, China must 

actively absorb the participation of private sectors and promote PPP cooperation. 

Second, the government needs to provide sound policies and legal guarantees, make 

good plans and preparations, and ensure that private sectors can benefits from 

projects; meanwhile, private sectors must actively cooperate with government and 

complete their work in high quality and quantity. In addition, China could use civil 

societies and private sector to increase the understanding and support of the public for 

China’s foreign aid activities. China could also strengthen exchanges and cooperation 

with other countries and eliminate misunderstandings and criticisms of China’s 

foreign aid through these non-government sectors. Thereby improve China's 



international influence in the international development assistance system. 

 

3. Aid content and sector reform 

(1) Adhere to both economic assistance and social assistance, and pay more 

attention to the building of development capabilities 

As mentioned above, China's foreign aid has always been characterized by large-

scale economic infrastructure aid and production aid, as well as in the B&R 

construction, while social infrastructure aid is a method more preferred by developed 

countries. However, China's development path shows that economic development and 

the corresponding improvement of independent development capability are the basis 

and foundation for a country to achieve long-term and sustainable development. 

Moreover, the implementation effects and experiences of Millennium Development 

Goals (MDGs) show that simply emphasizing social and environmental goals, 

ignoring the fundamental role of economic factors, it is difficult to achieve expected 

social and environmental goals finally, let alone achieve independent development59. 

Therefore, in the process of BRI, China should initially focus on economic 

infrastructure aid and appropriately increase social aid. In the medium term, China 

should balance economic infrastructure aid and social aid, while increase social aid, 

China should also consider economic aid; in later stage of BRI, it should be mainly 

social aid, with appropriate economic infrastructure aid, focusing on the improvement 

and upgrading of the previous economic infrastructure. 

Of course, for countries with different levels of development, we should pay 

different attentions on economic assistant and social assistance. For extremely poor 

developing countries, it is urgent to guarantee the basic living of local people, so the 

temporary and lowest level of aid for people's livelihood should be advanced. But at 

the same time, these poor countries often lack development funds and their 

infrastructure conditions are very backward, while their production capacity is also 

very weak. To completely get rid of poverty, we cannot rely on people's livelihood 

assistance such as living materials assistance, which is like a kind of palliative aid, but 

must focus on economic assistance, such as economic infrastructure assistance and 

production sector assistance, to improve local production and infrastructure 

conditions to foster the potential for independent development. On the contrary, for 

those developing countries that already have a certain economic base, good 

infrastructure, and even form a basic industrial system, they have solved the basic 

survival problems, and more need higher-level aid in social field, such as medical, 

education, cultural aid. For these developing countries, we should provide less 

economic assistance to further improve their infrastructure and production conditions, 

and provide more aid in social field, to achieve both economic development and 

social development. 

All in all, China should further refine the group of developing countries that 

cooperate with it, and provide different types and modes of aid based on basic 

conditions and development capabilities of different countries. It is preferred to 

formulate the "Country Assistance Program" for countries along the B&R as soon as 

possible. This requires the China International Development Cooperation Agency and 

the B&R guidance office to strengthen communication and coordination, so that 

China's foreign aid policy and the BRI can closely cooperate and promote each other. 

In addition, in the practice of BRI, China should continue to adhere to the 
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“hematopoietic” mode of foreign aid, focusing on cultivating the development 

capabilities of developing countries themselves, such as disseminating applicable 

technologies, helping train professional and technical personnel, and increasing their 

ability for participation into global value chains, etc. 

(2) Give full play to the important role of knowledge cooperation 

To better improve the effectiveness of aid and give full play to the role of 

knowledge cooperation in China's foreign aid and the BRI, China can rely on the 

China International Development Knowledge Center to strengthen the development of 

knowledge transfer and cooperation with countries along the B&R.  China needs to 

pay attention to the following points in knowledge cooperation: first, combine 

knowledge cooperation with financial cooperation. Pure knowledge cooperation can't 

achieve the expected aid target. Because developing countries are still poor and lack 

sufficient funds to meet the needs of technology and knowledge input, China must 

have corresponding financial assistance when carrying out knowledge cooperation. 

Combine financial assistance and knowledge cooperation. Specifically, it is necessary 

to use capital investment as a medium, concrete project as a carrier, and use the 

cooperation of capital and project to better promote knowledge cooperation and 

achieve knowledge innovation, technological innovation and institutional innovation. 

In turn, the results of knowledge cooperation will further promote the implementation 

of the project. Second, choose a reasonable way of knowledge cooperation and carry 

out cooperation step by step. Knowledge cooperation is a combination of research 

work, economic and departmental research and capacity building. In the initial stage 

of cooperation, China can mainly organize seminars, cooperative research, and policy 

recommendations to help recipients better understand advantages and disadvantages 

of their economic development to facilitate their policy formulation. Later, China can 

continuously enhance the development capacity of recipients using specific projects 

as carriers, with the technical assistance as the main method, and through technical 

assistance and personnel training. Finally, China could gradually institutionalize and 

standardize the knowledge cooperation between the two sides. 

5.4.2 Reform of China’s aid management system 

To better carry out foreign aid activities and support BRI, China’s foreign aid 

management system also needs to be adjusted. 

 

1. Organization setup 

At present, there are mainly four types of setup of development institutions in 

the world: (1) the Ministry of Foreign Affairs is responsible for the formulation and 

implementation of development policies, such as Denmark and Norway; and (2) the 

internal agencies in the Ministry of Foreign Affairs are responsible for the formulation 

and implementation of development policies, such as Finland, Greece, Ireland, Italy, 

the Netherlands, New Zealand, Switzerland. Among them, Finland's foreign aid 

policy is formulated and implemented by its Department for Development Policy of 

the Ministry of Foreign Affairs; (3) a department is solely responsible for 

development policy formulation, and another independent agency is responsible for 

implementation, such as the United States, Japan, Germany, France, Portugal, Spain, 

Sweden, Austria, Belgium, Luxembourg, etc. Among them, for Sweden, its Global 

Development Department of the Ministry of Foreign Affairs is solely responsible for 

Sweden's foreign aid policy formulation, while the International Development 

Cooperation Agency is responsible for implementation; (4) departments or agencies 

other than the Ministry of Foreign Affairs are responsible for the decision-making and 
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implementation of foreign aid, typically such as the British International Development 

Department, Australia’s Agency for International Development and Canada’s 

International Development Agency. 

If the Ministry of Foreign Affairs is solely responsible for development issues, it 

is easy to make development issues too biased towards diplomatic purposes, rather 

than to promote the common development of two countries. Therefore, the Ministry 

of Foreign Affairs is not suitable for taking charge of China’s foreign aid affairs. 

Furthermore, the Ministry of Commerce has always managed China’s aid, and the 

Ministry of Foreign Affairs is only in a supportive position, so it does not have 

sufficient capacity and experience to be fully responsible for foreign aid. Therefore, 

the (1) and (2) modes are not suitable for China. Both (3) and (4) models advocate to 

establish a specialized development agencies, and the difference of these two models 

is whether the decision-making function and the executive function are separate. In 

other words, whether we should establish an institution fully responsible for the 

decision-making and execution of foreign development policies, or establish a 

decision-making sector and an executive sector at the same time, responsible for the 

decision-making and implementation of development policies. At present, China has 

established a special foreign aid agency, the China International Development 

Cooperation Agency, and the agency's function is separate from the execution 

functions of the Ministry of Commerce and the Ministry of Foreign Affairs, 

which accords with China’s super-ministry reform. The executive sector is the 

department that may really connect non-government departments, enterprises and 

other non-government actors, so improving its independent status is more conducive 

to calling for multiple entities to participate in development cooperation. 

In the future, it is necessary to further clarify the functions and responsibilities of 

various departments within the Agency, coordinate the work within the departments, 

and coordinate actions of aid implementation departments. At the same time, 

strengthen cooperation with other countries' development agencies, learning their 

organizational development experience and work experience. In addition, the quality 

of foreign aid activities depends on excellent work teams. To this end, foreign aid 

teams should be established from the following three aspects: first, establish a 

professional, flexible and efficient workforce, and train a group of talents with 

comprehensive knowledge and abilities in international relations, international trade, 

and international development. For example, it can promote the establishment of 

China Development Cooperation Research Institute and expert network, which can 

take the lead in conducting basic research and related policy research on foreign aid, 

and provide intellectual support for International Development Cooperation Agency. 

The second is to create a good working environment for employees and give full play 

to their expertise. The third is to establish and strengthen the coordination model of 

the project team and clarify the responsibility. 

 

2. Implementation of aid policy 

In the implementation of aid policy, result-oriented management can be 

considered to better manage the entire aid process, which is also a good way for B&R 

project construction to learn. Both donors and recipients need to establish a systemic 

results-oriented management framework, not just a performance assessment 

framework. In the initial phase, the results-oriented management framework of donors 

and recipients may be independent from each other, with less consideration of each 

other's assessment indicators and procedures. However, as the cooperation between 

the two parties deepens and recipients increase the participation and voice on the aid 
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activities, the two sides will be more based on the development strategy of recipients 

in the implementation of results-oriented management, especially the evaluation 

indicators setting, and also take into account the needs and the specific national 

conditions of both parties. At a certain stage, the two sides will cooperate to establish 

a unified, standardized and institutionalized results-oriented management system, and 

jointly follow and implement this system throughout the assistance process. 

The specific steps of result-oriented management are as follows: First, through 

the prior project feasibility investigation and analysis, the target and process of 

assistance are reasonably determined. To this end, it is necessary to develop 

comprehensive project selection criteria. From a macro perspective, China's foreign 

aid must abandon the previous aid method that only considers the requirements of 

recipients. It must combine the development needs of recipients with China's aid 

capabilities and comparative advantages so as to determine reasonable content of 

assistance. From a micro perspective, a comprehensive feasibility study and analysis 

of the project must be carried out, including financial support, implementation actors, 

potential impacts, etc., especially environmental impact surveys and analysis 

emphasized in SDGs and also ignored by China’s foreign aid. The second step, with a 

defined goal as direction and standard, monitors the implementation status of aid 

projects at any time, and adjusts the assistance activities and processes in a timely and 

appropriate manner in order to achieve the expected assistance goals. Finally, after the 

implementation of the project, the results of aid should be further analyzed, and be 

exchanged among aid agencies, and lessons should be learned to prepare for future 

aid planning. 

 

3. Monitoring and evaluation system of aid  

In order to ensure the effective implementation of decision-making and 

executive functions, China also needs to establish an independent monitoring and 

evaluation agency under the China International Development Cooperation Agency to 

supervise and evaluate the efficiency and effectiveness of the decision-making and 

implementation of the aid sector, especially the objective evaluation of aid projects of 

the B&R (such as regional allocation, project operation, fund disbursement, etc.). This 

is also one of the priorities of aid agencies. The monitoring and evaluation agency is 

not involved in any decision-making and enforcement matters. A complete monitoring 

and evaluation system should include both internal and external monitoring and 

evaluation. The most important aspect of internal monitoring and evaluation is the 

establishment of a monitoring and evaluation department that is independent of the 

aid decision-making and enforcement department. External supervision and 

evaluation, first, can ask the public to supervise China's foreign aid policies and 

activities by increasing publicity and improving the transparency of aid. The second is 

to establish a fully independent external oversight committee, which is carried out by 

external experts, who are composed of experts from universities, civil societies and 

some aid departments. 

In addition, attention should be paid to the post operation of projects. When 

China’s foreign aid should be withdrawn depends on its post operations to a large 

extent. Post operations must ensure that recipients have the capacity and skills to 

independently manage and operate foreign aid projects, so post monitoring and 

evaluation is particularly important. At the same time, a timely and effective result- 

feedback mechanism must be established to ensure that the aid project progresses as 

expected. 

 



4. Set up aid theory and talents 

China's foreign aid practice, management system construction and reform are 

inseparable from the guidance of relevant theories. On the one hand, China needs to 

accelerate the study and research of existing international development aid theories. 

On the other hand, China should fully recognize the differences between itself and 

other donors, especially OECD/DAC donors in political system, development level, 

history and culture, and consider its own situations to form a foreign aid theory with 

Chinese characteristics. The construction of foreign aid theory and the effectiveness 

of the reform of the management system are fundamentally dependent on talents. 

Therefore, it is extremely urgent to cultivate professionals who are familiar with the 

theory of international development assistance and know the specific conditions and 

assistance of China. The government can accelerate the training of professionals in 

this field by means of personnel exchanges, training, and support of relevant domestic 

research institutions. 

  



6. Financial Cooperation between China and BRI 

Developing Countries 

6.1 Internationalization of RMB and Financial Innovation  

Put forth by Chinese government and in accordance with the times, the BRI 

signifies that the developing countries, which are dominated by emerging great 

powers, have become new engines of global economy and important entities of global 

governance. It has brought great opportunities for RMB internationalization. As a key 
to global market, BRI and China–South Financial Cooperation has been boosting 
internationalization of RMB. With B&R construction gradually deepening and more 

Chinese companies going out, more investment and trading activities will be settled in 

RMB.  

Meanwhile, the demand of RMB along the B&R will increase. The first is 

liquidity demand, which is showed by the currency swap agreements of more than 3 

trillion RMB that People’s Bank of China has signed with other countries. Secondly, 

there are trading and reserve demands. The central banks of various countries are 

motivated to invest in bonds and security assets valuated in RMB and increase 

liquidity of RMB assets to share risks of their reserve assets. The countries along the 

B&R have different resource endowments, strong economic complementarities and 

huge potentials for cooperation. Therefore, policy communication and connection of 

facility, trade, financing and population could be pushed forward in coordination with 

RMB internationalization. 

6.1.1 BRI is a strategic opportunity for RMB internationalization 

The connections and communications in B&R construction provided a strategic 

historical opportunity for RMB internationalization. China is one of the fastest 

growing economies in the world. According to the economic development rules, the 

degree of internationalization of a country’s currency will increase correspondingly if 

the country’s industry has reached a certain scale and is internationalized. B&R 

Forum for International Cooperation 2017was successfully held. A total of 270 results 

under 76 items were reached in policy communication and connections of facility, 

trade, financing and population. Especially, President Xi announced multiple major 

moves with guiding significance in promoting RMB internationalization. For 

example, RMB 100 billion capital will be added to the Silk Road Fund; financial 

institutions will be encouraged to conduct overseas fund businesses with a scale of 

about RMB 300 billion; China Development Bank and China Exim Bank will provide 

special loans of RMB 250 billion and RMB 130 billion for B&R construction 

respectively, and so on. 

To push forward RMB internationalization in B&R construction, we need to 

conduct top-level designs well. These designs include the construction of economic 

cooperation framework for relevant countries, the establishment of central bank 

cooperation organization, the enhancement of RMB exchange rate flexibility, the 

promotion of managed capital account convertibility, the acceleration of financial 

institutions layout, the implementation of RMB valuation and settlement for bulk 

commodities and cross-border e-commerce, the strengthening of RMB’s transaction 

and reserve functions with currency exchanges, the improvement of  RMB’s financial 

infrastructure, and the structure of RMB offshore centers and diversified financial 

products. 



6.1.2 The Connectivity of B&R is conductive to RMB internationalization 

1. Financing connection deepens the degree of RMB internationalization 

Financing connection is an important support for B&R construction. It not only 

deepens financial cooperation of relevant countries in trade and investment as well as 

strengthens RMB’s payment and settlement functions, but also enlarges the scope and 

scale of bilateral exchanges and settlement with domestic currencies of relevant 

countries, and pushes forward the opening and development of Asian bond market so 

as to improve RMB’s investment and reserve functions, and to establish a channel for 

two-way benign circulation of RMB. Moreover, it accelerates reforms of the domestic 

financial system, promotes the stability of Asian currencies and the construction of 

credit system, gradually realizes RMB’s use in surrounding countries and specific 

regions, and finally boots RMB internationalization. 

 

2. Facility connection stimulates demands for RMB internationalization 

The focus of facility connection is to strengthen the interconnection of 

infrastructure between China and countries along the B&R. Roads, railways, port 

logistics and communication pipelines are typical public projects with long 

construction duration, whose economic effects are difficult to be realized in a short 

term. Therefore a large amount of credit capital is needed. With rich supply of high-

quality resources, such as building materials, expediting RMB internationalization 

could solve the problem of financing gaps in infrastructure projects, and then the 

grand objective of connecting countries along the B&R could be achieved. In this 

way, B&R construction activates the huge demand for RMB internationalization. 

 

3. Trade connection consolidates the foundation of RMB internationalization 

China is negotiating with countries along the B&R on trade and investment 

facilitation, trying to remove investment and trade barriers and improve the cycling 

speed and quality of regional economy. As to selection of valuation and settlement 

currency in international trade, the most influential factor is the currency’s cost of use. 

Therefore, trade connection and RMB internationalization will facilitate each other. 

There is a huge potential of trade cooperation between China and countries along the 

B&R. Trade connection promotes not the economic development of relevant countries 

and recovery of global economy, but also cooperation for RMB internationalization. 

 

4. Policy communication provides protection for RMB internationalization 

Because of policy communication, China formulate development strategies and 

cooperation plans with countries along the B&R, build regional economy integration, 

and lay a solid foundation for RMB internationalization in those countries. Under the 

principle of “discussion, co-development and sharing”, high-level reciprocal visits 

propelled China to achieve mutual political trust and win-win results with countries 

along the B&R, strengthen traditional cooperation fields, open up new cooperative 

space, and deepen multi-lateral and bi-lateral cooperation in finance and currencies. 

As a result, great opportunities are provided for the promotion of RMB 

internationalization. 

 

5. People exchange creates a suitable atmosphere for RMB internationalization 

The relationship between two countries depends on the friendship between their 

people. In this way, solid social foundation is the premise of RMB internationalization 

during B&R construction. RMB internationalization could improve the efficiency of 

capital use, reduce financial cost, and avert exchange rate risks, so it is of great 



benefit for companies and individuals in countries along the B&R. From the historical 

law, the currency’s internationalization is also a process of the country’s civilization 

being widely recognized around the world. BRI attaches great importance to people-

to-people bond with strategic and overall vision. The initiative is a wise decision in 

the long run and creates a benign atmosphere for RMB internationalization. 

6.1.3 Financial Innovation in BRI and China-south Cooperation 

1. BRI is the new leading force to promote globalization 

The industrial revolutions have greatly pushed forward globalization. Especially, 

due to the Internet age, the integrated development of global economy has become the 

inevitable trend. However, in recent years, “de-globalization” incidents have occurred 

from time to time: Major countries withdrew from the Paris Agreement, terrorism 

took place here and there, regional conflicts expanded, and trade protectionism 

increased. According to history, “de-globalization” is always against the trend of the 

times, with a higher probability of occurrence when global economic growth is weak, 

but always ends with the reconstruction of the world’s political and economic pattern. 

And it often gives birth to a new leading force to push forward globalization. The BRI 

advocated by China follows the concept of “discussion, co-development and sharing”. 

With foundation of regional integration, BRI focuses on “communications and 

connections”, which will create new growth points for world economy and motivation 

for globalization on a higher level. 

 

2.Financial innovation is a guarantee for the success of BRI 

Financial innovation is an important guarantee for sustainable development and 

final success of B&R construction. In B&R Forum for International Cooperation and 

the National Financial Work Conference in 2017, President Xi emphasized that it is 

necessary to strengthen B&R financial innovation, encourage development of green 

finance and inclusive finance, and promote financial cooperation with domestic 

currencies. By vigorously developing green and inclusive finance in B&R 

construction, our country could share the green and inclusive development concepts 

and practices, and gain the mutual understanding and support among governments, 

enterprises and the public of relevant countries. It is not only a significant way for 

B&R to build a community of common interests, responsibilities and destinies, but 

the core content for developing countries, mainly emerging economies to lead global 

economy and take part in global governance. There is a huge demand for funds to 

build a green and inclusive B&R. Under the current global credit and monetary 

system, it is quite risky in terms of exchange rate to use foreign exchanges such as the 

US dollars, therefore we need encourage countries along the B&R to build financial 

cooperation with domestic currencies, and strengthen construction of currency 

stability system and credit system along the B&R. 

 
3.BRI is a way on inclusive finance 

Chinese - funded financial institutions provide credit to financial institutions in 

countries along the B&R, build a sub-loan platform and promote inclusive finance, 

which is a good way to achieve the goal of financing and a reflection of B&R 

financial innovation. It can provide reasonable, convenient and safe financial services 

to medium-small-microenterprises and the largest class in countries along the line. 

Most of the sub-loans are international financing loans, which mean that banks signed 

loan agreements with foreign parties as debtors to borrow funds, and then re-lend the 

funds to domestic companies as creditors. Most countries along the B&R are 



developing countries with small economic volumes. The scale of loans for medium-

small companies in China is thought large in these countries. Currently, Chinese 

financial institutions mostly provide loans for certain projects in countries in the line. 

Due diligence and credit approval of that often take a long time, and the objective of 

financing cannot be effectively achieved. At the same time, setting up branches in 

those countries is even more time-consuming, and even if the branches are 

established, their financial services such as offering loans are quite limited. Therefore, 

the sub-loan platform is a great measure to promote inclusive finance. 

China Development Bank has rich experience in building international sub-loan 

platforms. For example, China Development Bank has issued more than US $ 2 

billion sub-loans to Central Bank of Egypt, National Bank of Egypt and Egyptian 

Bank for use in fields of electricity, energy, traffic, medium-small companies and 

people’s livelihood. Additionally, China Development Bank is responsible for issuing 

RMB 250 billion special loan on BRI, of which RMB 50 billion is used in the 

financial cooperation field. In September 2017, China Development Bank and Sai 

Bank signed a special loan agreement of RMB 260 million, as the first RMB loan in 

Egypt to support medium-small-micro companies with Chinese ownership.  

The sub-loan cooperative banks of the host country are often major banks and 

high-quality customers of the Chinese financial institutions with a good credit rating 

and can get more favorable sub-loans. Because of their small size, the rating level of 

these cooperative lending banks generally cannot meet the customer standard of 

Chinese financial institutions, so they are not favored by Chinese financial institutions 

If they seek loans directly from Chinese financial institutions, they are either 

unqualified to apply for or loan price is too high. Chinese financial institutions added 

conditions of Chinese ownership in sub-loan cooperation with major banks in the host 

country. The banks are required to use the sub-loans for projects and companies 

related to China, which reduces the cost of Chinese financial institutions, avoids 

credit risks, facilitates capacity and real economy cooperation between China and 

foreign countries, and propels the finance development of B&R inclusive finance. 

6.1.4 Challenges faced by countries along the B&R 

1. Severe problems in sustainable development 

Sustainable development is not only a common consensus of various countries, 

but an important issue they face together. The challenges of sustainable development 

faced by countries along the B&R are more serious and urgent. According to the 

research of Chinese Academy of Sciences in 2017, most countries along the B&R 

have extensive economic growth and fragile ecological environment=. Most countries 

are in arid or semi-arid environments with a low forest coverage rate, and their 

energy, wood and material consumption, as well as carbon dioxide emissions per unit 

GDP are more than 50% above the world average; consumption of steel, cement, non-

ferrous metals, water and ozone per unit GDP are twice or more than of the world 

average. China is also located along the B&R. The extensive development at the 

beginning of the reform and opening has caused serious pollution, and China has paid 

a great price for environment renovation. Even till now, China is still plagued by air, 

water and soil pollution problems, and facing the major challenges of sustainable use 

of natural resources. Meeting the common interests of countries along the B&R, the 

green development concept of B&R has won the hearts of people and will be 

supported by governments, enterprises and the public. Therefore, green finance 

should be promoted in B&R construction. 

 



2. Limited popularization of financial services 

Most of the countries along the B&R are under-developed in economy without 

enough financial services. In those countries, medium-small-micro companies often 

have difficulty in financing, including complex lending procedures and high interest 

rate (The interest rate of loans in Egypt even reaches 10%-20%). Lack of capital 

support will decline the ability of medium-small-microenterprises to compete in the 

market, so the industrial structure will go in a vicious cycle, and the real economy 

development of the host country will be affected seriously.  

China is one of the largest capital output countries in the world, and strengthening 

financing cooperation with countries along the B&R has strong significance in terms 

of inclusive finance. Under the premise of controllable risks, such financing 

cooperation could help with economic diplomacy with mutual benefit, Chinese 

companies stepping out, and facilitating investment and trade cooperation within the 

B&R framework. In addition, with the laggard mobile payment capabilities, countries 

along the B&R, only enjoy limited financial services,,  so internet economy and 

internet finance have huge market space in those countries. As the world leader in e-

commerce, mobile payment and Internet finance, China will effectively promote the 

development of inclusive finance and RMB internationalization. 

 

3. Risks in USD  reserve system 

After two dollar-crises in the 1970s, the United States officially abandoned the 

Bretton Woods System, which has been in operation for 30 years. After that, USD was 

de-linked from gold, a new age of credit currency system arrived and the United 

States was no longer restricted in dollar issuance. When the Federal Reserve raise 

interest rate, dollar becomes stronger, and world economy sags. When the Federal 

Reserve cut interest rates, dollar weakens, and global economy booms. In a certain 

extent, the dollar has become a “rogue currency”. Through quantitative easing and 

tightening, the USD “robbed” developing countries and emerging economies again 

and again, and the countries along the B&R suffered the most. Countries around the 

world urgently need diversified foreign exchange reserves to avoid financial risks, so 

RMB emerged as the fifth currency to be included in the SDR basket, providing a 

high-quality choice for countries along the B&R. According to the currency 

substitution theory, once a currency has become a globally leading currency, it will 

have strong use inertia. Therefore, “de-dollarization” in BRI will be a long-term 

process, and financial cooperation with domestic currencies will face a big challenge. 

6.1.5 Trade, investment and financial cooperation should be emphasized  

1. RMB internationalization should base upon investment, trade and financial 

cooperation.  

Compared with China’s position as a global trading power, RMB settlement and 

valuation in cross-border trade is still in its infancy, which is significantly lower than 

the use of domestic currency of America, Germany, Great Britain, Japan and Australia 

in their cross-border trade. China’s RMB valuation and settlement in cross-border 

trading are mainly restricted by the following factors: Firstly, Chinese companies 

mainly rely on low-end manufacturing in their initial stage of international trade. 

They are mostly dependent on foreign trade partners, so they are at the downstream of 

global value chain system with a weak pricing power. It takes some effort to 

accumulate the power to push forward RMB valuation and settlement in trade. 

Secondly, there is currency inertia in international trade, and trade partners do not 

choose a substitute currency immediately. Thirdly, the RMB foreign exchange market 



and financial derivatives are not complete, so it could not meet the needs of 

companies to finance and prevent exchange risks. Fourthly, it is not convenient 

enough for companies to use RMB. 

 

2.Trade cooperation on B&R will effectively push forward RMB valuation and 

settlement. 

By strengthening trade contacts and capital flow with countries along the B&R 

with lower tariff and non-tariff barriers, China and countries along the B&R deepen 

their economic mutual dependence, and create a huge demand for RMB valuation and 

settlement in trading. The use of RMB will expand from surrounding countries to 

specific regions and then the entire world, and then an “RMB investment and trade 

circle” with RMB as the major currency will be formed. For example, RMB valuation 

and settlement for commodities might achieve a breakthrough in the trading of B&R. 

And in cross-border e-commerce, currency substitution effect could be produced by 

adopting dual pricing mechanism of RMB and the domestic currency of another 

country. In this way, we could lay a solid foundation for RMB valuation and 

settlement in trading. Additionally, RMB financial market and financial products will 

follow up and even make innovations to meet the huge demand for RMB 

internationalization in trading. 

 

3. Restricting factors of RMB internationalization in the investment field. 

Since China launched the RMB settlement pilot project for overseas direct 

investment in 2011, the speed of RMB internationalization has greatly accelerated. 

However, the use of RMB in cross-border investment is still restricted by several 

factors: Firstly, the conditions for full convertibility of the RMB capital account are 

not yet available, and overly fast opening of the capital account will produce negative 

results. Foreign investment must be regulated and standardized. In recent years, there 

are some irregular conducts in foreign investment of Chinese companies, which 

impact the USD exchange reserves. Secondly, inconvenience is still a problem for 

Chinese and foreign companies to use RMB in trade and two-way flow of RMB are 

still not smooth. Thirdly, RMB is in two markets, domestic and overseas, so effective 

supervision is required to prevent excessive arbitrage. Fourthly, because of different 

political and economic situations in the destination countries, it is difficult to manage 

cross-border capital flow and risk. 

 

4. Investment cooperation on B&R will produce huge RMB demand  

The B&R construction focuses on the development strategies connection between 

China and relevant countries, as a result, there will be a huge demand for capital, 

production and technology in infrastructure and energy development. Implementation 

of those projects requires long-term and stable capital input, which facilitates RMB 

output under capital account, and back-flow under current account through cross-

border trade. RMB internationalization begin with trade settlement, but it can be 

expected that capital account opening will become the main motivation of RMB 

internationalization in future. Complete opening of capital account does not mean all 

11 sub-accounts must be convertible fully. Capital flow of countries along the B&R 

should be protected from extra-territorial interference and hot money speculation. 

Because of that, China must open account steadily, adhere to regular convertibility 

principle and coordinate monetary policies and exchange rate policies in a reasonable 

scope. 

 



5. Restricting factors of RMB internationalization in the financial field. 

Finance serves the real economy, so the deepening of trade and investment 

cooperation between China and countries along the B&R is certainly accompanied by 

the deepening of financial cooperation. From the perspective of financial cooperation, 

RMB internationalization is mainly restricted by the following factors: Firstly, the 

service scope of Chinese financial institutions does not meet the need of companies to 

step out within convenient RMB investment and trade. Secondly, currency swap 

innovation capability, and foreign exchange reserve cooperation should still be 

strengthened. Thirdly, there are still disputes on flexibility of RMB exchange rate and 

the extent of capital account convertibility. Fourthly, the RMB clearing and settlement 

system is not perfect, and our financial infrastructure is still weak. Fifthly, RMB is not 

a leading currency in international financial market and channels of RMB to flow in 

and out are still not smooth. Therefore, there is still much room for RMB offshore 

financial market construction to go. 

 
6. The direction of B&R financial cooperation should be clear 
Financial cooperation reduces companies’ cost of currency use, facilitates 

investment and trade cooperation, and maximizes the benefit of countries along 
the B&R. In terms of financing, Asian Infrastructure Investment Bank, China 
Development Bank and Exim Bank of China have speeded up the construction of 
bank-government-corporation platforms in countries along the B&R and 
supported lots of important cooperation projects. In terms of RMB clearing, 
China has established RMB clearing banks in more than 20 countries and 
districts, among which 7 are in countries along the B&R. In terms of currency 
exchange, China has signed bilateral domestic Currency swap agreements with a 
size of over 3.3 trillion RMB with 33 countries and districts. In terms of foreign 
exchange transaction, RMB could be traded directly with more than 20 
currencies. And in terms of reserve currency, IMF listed RMB holdings for the 
first time, which greatly promoted various countries to accept RMB in their 
foreign exchange reserve configuration. 

6.1.6 Suggestions on financial innovation in BRI and SSC 

1. Guide future development with green finance 

In constructing the green financial system, China could make full use of its 

advantages as a latecomer to learn from the world’s advanced rules, and optimize its 

financial system and mechanism. Then China can share results and experience with 

developing countries, and lead financial innovation in B&R construction which 

includes guidance in the front end of investment and financing, following the green 

standard in the financing of important projects, and allocating capital and other 

resources preferentially to the green industry. 

(1) Advocate the concept of green finance  

In B&R financial innovation, we should advocate green finance, which includes 

increasing policy support, strengthening institution and mechanism construction, 

accelerating legislation, connecting the social and environmental protection systems 

of relevant countries actively, and guiding social capital to important green industry 

projects of concern to the people along the B&R. 

(2) Gradually align with Equator Principles. 

The Equator Principles have become a set of mature environmental protection 

credit rules commonly used in the world, but they are non-mandatory rules, which just 



provide encouragement and guidance. Chinese financial institutions should consider 

the actual situations of relevant countries to advocate green finance, apply different 

standards for different nations, fields and projects, gradually align with Equator 

Principles and finally lead global financial innovation. 

(3) Attach great importance to the problem of information disclosure 

The relationship between two countries depends on the affinity of the people. 

Information disclosure is both a part of self-supervision and an act to propagate 

positive energy. Chinese financial institutions should attach great importance to 

regular information disclosure to the outside world, strengthen communication with 

governments, non-government organizations, borrowers, the media and the public of 

countries along the B&R, so as to guide positive public opinions in communication, 

advocate the green finance concept and promote population connections. 

 

2. Facilitate financing with inclusive finance 

Most countries along the B&R are developing countries and emerging 

economies, involving both urban and rural development, infrastructure construction, 

industrial transfer and medium-small-micro company cooperation. Many financial 

demands highly overlap with inclusive finance. Therefore, vigorously developing 

inclusive finance is part of B&R construction and the core content of financial 

innovation. 

(1) Properly understand the essential meaning of inclusive finance 

Inclusive finance was once regarded as a public welfare project, or even 

assistance responsibilities. With the rapid development of Chinese economy and 

finance, more and more inclusive financial products have been commercialized. The 

essential meanings of inclusive finance -- fairness, extensiveness, convenience and 

availability –have been finally recognized, and align with the objectives of B&R 

construction -- integration, interconnection and sharing. 

(2) Institutionalize the construction of en-lending platforms 

The successful en-lending experience of Chinese financial institutions such as 

China Development Bank in countries along the B&R indicates that the construction 

of en-lending platforms could effectively solve the shortage of Chinese overseas 

branches, control risks, allocate capital to real economy and finally achieve the 

financing goal of B&R. Our country should always learn from practical experience, 

and institutionalize the construction of international en-lending platforms to create an 

inclusive financial operation model that can be reproduced and promoted. 

(3) Support internationalization of mobile payment and Internet finance industry 

As a world leader in mobile payment and internet finance industry, our country 

has accumulated rich operational and regulatory experience in cross-border e-

commerce, tourism and micro-payment, so China provide large quantities of 

commercialized inclusive financial products and are widely recognized by the society. 

This provides valuable experience for inclusive financial cooperation with countries 

along the B&R. In consequence, our country should strongly support 

internationalization of mobile payment and Internet finance industry, and promote 

B&R inclusive financial innovations. 

 

3. Serve practical needs with domestic currency finance 

In B&R construction, replacing the third country's currency with bilateral 

domestic currency settlement will achieve a win-win result. China is already the 2nd 

largest economy and trading country in the world, so RMB internationalization is not 

only fair for China, but also a convenient choice for counties with close investment 



and trade relations with China. It is conductive to countries along the B&R, especially 

for Chinese and foreign companies to reduce currency exchange cost, guard against 

exchange rate risks and attract more investment. 

(1) Conduct top-level design for RMB internationalization 

To promote RMB internationalization in B&R construction, we should do as 

follows: conducting top-level design well; building economic and financial 

cooperation frameworks of relevant countries; strengthening RMB exchange rate 

flexibility; pushing forward managed capital account convertibility; promoting RMB 

valuation and settlement of commodities and cross-border e-commerce; improving 

RMB’s transaction and reserve functions with currency exchange; perfecting RMB 

financial infrastructure; and accelerating construction of RMB offshore centers. 

(2) Implement special RMB loans for B&R 

Foreign investment and aid with the domestic currency is the common way to 

internationalize GBP, USD, JPY and EUR. Implementing special RMB loans will not 

only solve the problem of funding gaps in B&R construction, but also encourage 

relevant countries to improve the payment systems, and then guide domestic and 

foreign private capital to invest in B&R construction, enlarge pool and liquidity of 

overseas RMB capital, and form a siphon effect of investment. 

(3) Make innovations in green and inclusive financial products valuated in RMB 

With the deepening of B&R construction, demands for RMB financial products 

related to trade and investment are becoming more prominent. In addition to 

traditional cross-border financial products such as international settlement, foreign 

exchange trade, bond issuance, international clearing and international credit, we 

should accelerate the development of green and inclusive financial products valuated 

in RMB, and build a multi-level development model of RMB internationalization, 

including the driving forces of trade, investment valuation and financial product 

innovation. 

6.1.7 Policy Suggestions for RMB Internationalization 

1. Strengthen top-level design of financial cooperation and innovate financial 

cooperation mechanism. 

Financial cooperation is the key to the success of B&R. China should actively 

establish an economic and financial cooperation framework with countries along the 

B&R, give full play to the advantages of multilateral financial institutions such as the 

Asian Infrastructure Investment Bank and the BRICS New Development Bank, and 

create a more favorable basis for regional cooperation for RMB internationalization. 

The political and economic cooperation foundation between the countries along the 

B&R and China is solid, with high expectations and dependence on China's 

investment, trade and capital. China ought to seize the opportunity to set up a central 

bank cooperation organization for the countries along the B&R, promote the 

formation of a regional monetary cooperation system with the central banks of the 

countries along the B&R as the mainstay and the facilitation of investment and 

financing and trade cooperation among the countries along the B&R and accelerate 

the realization of the internationalization function of RMB. 

 

2. Maintain RMB independence policy 

We should keep the independence of monetary policy and implement a managed 

floating exchange rate system based on market supply and demand, to ensure the 

relative stability of the RMB value and the opening of capital account. Liberalization 

and marketization of financial markets will effectively boost currency 



internationalization. However, if the regulation is out of control, it will have a 

devastating impact on the country's economic and financial system. The 

internationalization experience of major currencies shows that capital account 

liberalization is important to the breadth, depth and liquidity of the country's financial 

market, but it is not necessary for currency internationalization. In the process of 

B&R pushing forward the internationalization of RMB, we should focus on the 

improvement of RMB valuation and settlement function of cross-border trade, 

innovation of RMB financial asset varieties, construction of RMB onshore and 

offshore financial centers, and steadily push forward the opening of managed capital 

projects. In addition, the unstable currency value will affect the expectations of all 

countries. There are worries about accepting the currency of that country as a 

settlement, investment and reserve currency. What’s more, the international 

community will sell the currency of that country, and speculative capital will quickly 

flow in and out, which will seriously endanger the healthy development of the 

domestic economy. We should learn from the regionalization experience of the 

German Mark and the Euro, to develop regional investment and financing cooperation 

with countries along the B&R, form a monetary cooperation system, share the 

pressure of RMB devaluation or appreciation, adhere to a managed floating exchange 

rate system, and maintain the relative stability of RMB value. 

 

3. Improve the regional monetary cooperation system 

We should improve the regional monetary cooperation system, expand the scale 

of currency swap, and provide convenient services for investment, financing and trade 

cooperation. Foreign investment and aid in local currency to promote 

internationalization of local currency is an effective way to internationalize sterling, 

USD, Japanese Yen and Euro. China is a big trading country in the world and has 

close economic and trade relations with other countries. With the adjustment of 

China's domestic economic structure, the entire industry is moving towards the high 

end of the global value chain, so that China has the basis to transfer advantageous 

production capacity to countries along the B&R. China should integrate upstream and 

downstream resources, rationally distribute high and low-end industries, expand the 

scale of currency exchange, promote RMB valuation and settlement, inject RMB 

capital, create a fast and efficient trading environment along the B&R,  and allow 

countries along the B&R to obtain more benefits from participating in the global 

value chain. 

 

4. Push forward RMB valuation and settlement for bulk commodities  

Commodity trading is the key to realize currency replacement in international 

trade, and mainly include oil, natural gas, steel, non-ferrous metal, ores and bulk 

agricultural products. Among them, oil trade is the most important and frequent 

benchmark trade. A cause of the failure of JPY internationalization is that its valuation 

and settlement functions in international trade have not been fully reflected. The USA 

is a large oil consumer. In the 1970s, the USA and Saudi Arabia reached an 

“unshakable” agreement, which regarded USD as oil’s only pricing currency. Since 

then, the USA has tightly controlled the valuation and settlement of international oil 

trade with USD, and controlled oil finance and many oil producing countries. 

Although the USA is not an OPEC member, it has great influence on global oil price.  

China should make use of its comprehensive advantages in investment and financing, 

vigorously promote RMB valuation and settlement for commodity such as oil and 

natural gas in countries along the B&R, such as Saudi Arabia and Egypt, gradually 



increase RMB’s use in international trade and play a significant role in of RMB 

internationalization. 

 

5. Increase diversity of RMB offshore center 

For the internationalization function of RMB, China needs to take the highly 

developed financial market as the support. The only way to RMB internationalization 

is to build an offshore center for RMB, innovate RMB financial products and promote 

the interconnection between onshore and offshore markets. Therefore, China should 

build diversified RMB offshore centers in qualified countries along the B&R, 

accelerate development of RMB investment and financing products on the basis of 

traditional cross-border businesses such as international settlements, foreign exchange 

trade, bond issuance, international clearance and international credit, and achieve 

multi-level development of RMB internationalization driven by trade, investment 

valuation and financial product innovation. 

6.2 B&R and Overseas RMB Offshore Financial Market 

Developing RMB offshore financial market in B&R construction is in favor of 

guiding social funds into B&R construction to form the “siphon effect” of investment, 

solving the problem of funding gaps, expanding the pool and liquidity of overseas 

RMB, improving RMB payment system and steadily promoting RMB 

internationalization. Currently, B&R construction is advancing along the path of “top-

level design → implementation → improvement → comprehensive deepening”. In 

this new age, how to develop RMB offshore financial market in B&R construction, 

and facilitate financial cooperation with domestic currencies based on of “discussion, 

co-development and sharing” has become an important topic of top-level design. 

6.2.1The meaning of offshore financial market 

Offshore financial market was originally a USD market formed in London at the 

end of the 1950s,so it was initially called external financial market, euro currency 

market and euro dollar market. Traditionally, offshore financial market refers to the 

place where the currency conducts various financial transactions or financing outside 

of the currency’s issuing country. “Offshore” indicates the transaction or financing 

with certain currency outside of the issuing country, for example, in the European 

dollar market and Asian dollar market, USD is transacted outside of the issuing 

country -- the USA. The trading entities of offshore financial market include 

institutions and individuals, and the institutions mainly include banks, non-bank 

financial institutions, corporations, government departments and international 

organizations. Banks are the principal participants in offshore financial market, and 

inter-bank transactions take up a percentage over 80% in the offshore financial 

market. Financial services provided by banks in the offshore financial market mainly 

include deposit taking, loan issuance, bond issuance, callable loans, and provision of 

exchanges, bills and other financial derivatives. 

With the development of financial innovation in various countries, “offshore” is 

no longer the standard to distinguish between offshore and onshore. And overseas 

presence is no longer the standard to distinguish between offshore and onshore. 

Offshore finance refers to financial activities conducted by non-residents, and it is 

different from onshore finance in applicable laws. For example, transaction between a 

resident and a non-resident is a foreign-related financial business of onshore finance, 



and belongs to the traditional international financial business. At present, offshore 

financial market means an international financial market in which non-residents 

conduct financial transactions with the domestic currency outside of the domestic 

financial system. It could be located within or outside of the currency issuing country. 

Non-residency indicates that the specific financial transaction is executed by a 

financial institution in a jurisdiction on behalf of the customer in another jurisdiction. 

In 1999, China’s Modern Finance Dictionary defined the offshore financial market as 

the site where international financial businesses are conducted between non-residents. 

In 2000, IMF defined offshore financial market as the place where offshore financial 

activities (a financial service provided by banks or other financial institutions mainly 

to non-residents) take place. 

Currently, based on functions, offshore financial markets in the world can be 

classified into three types: The first is onshore-offshore integrated type. For example, 

in London and Hong Kong, onshore and offshore finances are a whole, and both 

residents and non-residents can conduct financial businesses with various currencies. 

The second is onshore-offshore separated type. For example, New York, Tokyo and 

Singapore separated offshore and onshore businesses by bank account instead of 

territory, and bank accounts of different types cannot be confused. The third is tax 

avoidance type. For example, in Cayman and Bermuda, bank accounts are often 

opened with the purpose of tax avoidance. Those markets mainly play the role of 

account keeping centers. In terms of currency, offshore financial markets can be 

classified into the USD, Euro, JPY, GBP and RMB markets. In terms of industry, 

offshore financial market can be classified into offshore banking, securities and 

insurance. Among them, deposit, loans and trade financing take up the largest 

proportion in offshore financial market transactions. Issuance and trade of medium-

term and long-term bonds are the main part of offshore security businesses. Cross-

border investment insurance, life insurance, reinsurance and subsidiary insurance are 

the main content of offshore insurance business. 

6.2.2 Importance of developing overseas RMB offshore financial market 

1. Push forward RMB internationalization 

In 2009, China started RMB settlement in cross-border trade and RMB capital 

began to output overseas in a large scale. Since China is a leader of global economy, 

using RMB on a larger scale is fair. For capital receiving countries, they could 

reduce exchange risks, save exchange cost, and build more channels for international 

capital income. America accomplished distribution of Eurodollars through “Marshall 

Plan”, and Japan facilitated JPY internationalization through “surplus circulation”. 

Both achievements were inseparable from the great contribution of offshore financial 

market. Developing multi-level overseas RMB offshore financial market (OROFM) 

in B&R construction will help set up an RMB capital use platform, capital 

management platform, clearing and settlement platform and risk management 

platform (E Zhihuan, 2016). In this way, it is a significant part to RMB 

internationalization. 

 

2. Set up cooperation platform for B&R construction 

Financing is crucial in B&R construction, and is the key to the success of facility 

connection, trade connection, policy communication, and population connection. In 

recent years, USD’s strong back-flow caused a global currency crisis, and the 

developing countries along the B&R and emerging market economies suffered the 

most. In this background, as a strong currency with stable value and a currency 



included in IMF’s SDR basket, RMB has the possibility of supporting B&R 

construction with the means of domestic currency cooperation. Developing RMB 

offshore financial market in B&R construction could help relevant countries 

strengthen financial cooperation with domestic currencies centering on RMB, enable 

China to break through the USD zone from angles of political and economic security, 

and help developing countries reduce the huge impact of foreign exchange crisis on 

economy. Therefore, the offshore financial market is an important strategic 

cooperation platform supporting B&R construction. 

 

3. Lead global financial innovation while supporting economic development 

Financial innovation is an important assurance for the success of B&R 

construction. The B&R Summit for International Cooperation and the National 

Conference on Financial Work in 2017 has emphasized the importance of greenness, 

inclusiveness and financial innovation of domestic currencies. According to Meng 

Gang’s research (2017b), China has actively pushed forward application and 

popularization of green finance in B&R international project financing in recent 

years, and China’s inclusive finance has combined many innovative elements such as 

Internet finance, mobile payment and sharing economy. RMB capital could solve the 

huge capital demand in B&R construction. OROFM provided a platform for 

mechanism and product innovation in green finance, inclusive finance and financial 

cooperation with domestic currencies, and it is the cutting-edge incubator of B&R 

financial innovation. 

 

4.  Improving China's voice in global financial governance system 

According to Wang Honggang’s research (2017), there are serious defects in 

existing global financial governance system, so our country should push forward 

optimization of global governance system by expanding B&R cooperation, and help 

solve the unbalance of rights and obligations of leading currencies. The core of B&R 

construction is to direct social capital to serve real economy development of relevant 

countries, provide new momentum for world economy recovery, and re-balance the 

global financial governance system. Developing OROFM in B&R is conducive to 

solve inefficiencies of world financial market, direct social capital to support major 

projects, improve RMB’s position in international currency system, reduce impact of 

policy overflow effect of western countries on the economy of developing countries, 

and prevent regional financial risks. 

6.2.3 Proposals for developing overseas RMB offshore financial market 

1. Geographical quartering 

Referring to the geographical tracheotomy of international financial centers put 

forward by Geoffrey G. Jones, Meng Gang (2017) proposed geographical quartering 

in developing RMB offshore financial market system: global RMB offshore financial 

market -- regional RMB offshore financial market -- sub-regional RMB offshore 

financial market -- RMB offshore financial market of important countries. The sub-

regional RMB offshore financial market and that in important countries focus on 

RMB financial cooperation between China and the host country or surrounding 

countries. Regional offshore financial market focuses on providing RMB financial 

service for the entire district, and the global market focuses on servicing on a global 

scale. Because of our promotion and in-depth cooperation with countries along the 

B&R, geographical quartering is a practical method which can help our country create 

an RMB international circle by uniting with developing countries and emerging 



economies, and break through the global financial governance system led by the 

western world. 

 

2. Core objectives of developing overseas RMB offshore financial market 

B&R construction is in a development stage in which RMB internationalization is 

mainly pushed forward by investment and trade, so the OROFM need serve real 

economy. Additionally, the scale of global investment and financing and international 

capital flow has exceeded international trade scale, and all the offshore financial 

markets are striving to provide diversified financial service. Therefore, the core 

objective of developing overseas RMB offshore market is to cultivate the capability to 

lead global financial development and innovation. The offshore market should 

provide basic financial services for goods and service trade, such as payment, 

settlement, credit and credit guarantee valuated in RMB, and also provide diversified 

financial services such as financial investment products and financial derivatives. The 

above is also an important standard to determine if the overseas RMB offshore market 

has the capacity of sustainable development. 

 

3. The determinants of developing OROFM 

When RMB stepped out of the border in 2009, China’s financial service was in 

the beginning of the progress of rise, and RMB demands overseas were still in the 

process of cultivation, because of which, an independent RMB offshore market could 

not be established easily, and we mostly relied upon mature global or regional 

financial centers such as Hong Kong, Singapore and London to develop RMB 

offshore businesses. With growth of China’s economic strength, development of 

Chinese financial institutions, increase of innovation capacity of RMB financial 

products, and maturing of cross-border RMB financial infrastructure, China gained 

the comprehensive strength to actively develop overseas RMB offshore market in 

B&R construction. Determinants of overseas RMB offshore market development 

include: China’s strong political and economic position in the world, the protection 

of policies and laws from the host country, complete cross-border financial 

infrastructure, enough market requirements, innovative financial products and active 

participation of important systematic or national financial institutions. 

6.2.4 Challenges in exploring overseas RMB offshore financial market 

1.B&R is affected by global political and economic inertial trend 

From a global perspective, the current global financial market is deeply 

influenced by western politics and economy. Developed countries such as America 

persisted in maintaining their economic and financial hegemony. “Thucydides’ trap” 

became a common topic. IMF-centered reform of global financial governance system 

is difficult to achieve quick results, and the position and voice of developing countries 

and emerging economies still need improvement. B&R construction has more 

important missions in the new age. It will promote countries to restructure 

international cooperation relationships, form new regional network of trade, 

investment, financing, production and services, and foster a new pattern of global 

economic cooperation and competition. Developing OROFM in B&R construction 

requires China and relevant countries to integrate development strategies to create a 

new pattern of cooperation, which is a breakthrough to the existing global financial 

governance system. We should avoid the influence of internal and external opposition 

forces. 

 



2. Deepening is required for top-level design of B&R financial cooperation 

The key to achieving a success in developing OROFM is to strengthen top-level 

designs of B&R financial cooperation, construct a financial cooperation framework 

across relevant countries, make innovations in RMB financial products, and improve 

RMB financial infrastructure. It is necessary to coordinate domestic and foreign 

financial cooperation. I have work experience in multiple countries along the B&R, 

and learned that the problem of “three more and three less” is still prominent in B&R 

financial cooperation. Firstly, our country emphasizes support of major projects in 

B&R through traditional credit and loans, with few breakthroughs in leading the top-

level design of international credit standards. Secondly, most participants are Chinese 

financial institutions, but there are few top-level designs on how to strengthen 

cooperation with financial institutions in countries along the B&R and international 

financial institutions. Thirdly, our financial products are highly dependent on USD 

and EUR, while RMB financial products are still lacking. 

 

3. Mutual influence between on- and offshore markets cannot be ignored 

Developing B&R OROFM while the capital account is not fully opened is a 

challenging task, because both the domestic and foreign financial markets need take 

into account. With the gradual expansion of RMB in the overseas offshore financial 

market, any kind of financial events in onshore and offshore financial markets may 

produce a chain reaction. Take “8.11 exchange reform” as an example. According to 

research by Chen Zhi and He Jingjing (2016), after “8.11”, global speculation capital 

has caused three rounds of RMB short selling, and RMB exchange rate fell 

continuously. As a result, our country’s foreign exchange reserve had a substantial 

fluctuation. From June 2015 to September 2016, overseas institutions reduced holding 

of 1.29 trillion RMB’s financial capital, including stocks, bonds, loans and deposit 

(Bian Weihong, 2017), which had a great impact on RMB liquidity in the overseas 

offshore financial market. 

6.2.5 Policy suggestions for RMB offshore financial market 

1. Provide necessary assurance based on policy communication and legal 

connections 

The offshore financial market in the modern sense has different characteristics 

including a complete legal system, a high degree of internationalization, low cost of 

financing, preferential tax policies, market transaction freedom, strict protection of 

customer privacy and other legal rights and interests, so it need protection from the 

policy and legal aspects. OROFM should be first constructed in countries with smooth 

policy communications. If the target country has a strong willingness of cooperation, 

and has the policy and legal basis for building an RMB offshore financial market, it 

will improve the work efficiency and reduce unnecessary resistance.  

 

2. Set up RMB clearing banks and conduct currency swaps 

Currently, the RMB offshore financial market has not been developed 

systematically, but it has a good foundation. The countries and districts where RMB 

clearing banks have already been established have a good foundation for RMB 

cooperation as well as favorable policies and laws. They actively cooperate with 

China in investment, trade and finance, so they are important locations for developing 

OROFM. In those countries and districts, Hong Kong, Taiwan, London, New York, 

Paris, Seoul, Singapore and Luxembourg have already become major OROFMs. 

China could first establish RMB clearing banks in places where RMB market has 



been initially formed, and then gradually set up the OROFM. Additionally, our 

country has signed currency swap agreements with countries along the B&R, which 

provide liquidity support facilitate RMB’s use as a bilateral trade settlement currency, 

encourage relevant countries to use RMB in direct investment and financial asset 

investment, and promote RMB as part of their official foreign exchange reserves. 

Therefore, expanding scales of currency swap with countries along the B&R will 

provide necessary RMB financial products for OROFM. 

Table 6.2.5-1 Countries and districts with existing RMB clearing banks  

(up to December 2017) 

Countries and districts Clearing bank 

Hong Kong, Macao, Taiwan, Kazakhstan, Germany, France, 

Hungary, Australia, Philippines, Cambodia, Malaysia, 

America, South Africa, Zambia 

Bank of China 

Luxembourg, Singapore, Laos, Cambodia, Qatar, Thailand, 

Canada, Argentina, Russia 

Industrial and 

Commercial Bank of 

China 

England, Switzerland, Chile China Construction 

Bank 

South Korea Bank of 

Communications 

Source: Website of People’s Bank of China 

 

Table 6.2.5-2 Bilateral domestic currency swap agreements signed by China  

(up to December 2016) 

S/N Date of signature Country/district Scale (100 

million RMB) 

Period of 

validity 

1 2009-3-11 Belarus 200 3 years 

2 2009-3-23 Indonesia 1,000 3 years 

3 2009-4-2 Argentina 700 3 years 

4 2010-6-9 Iceland 35 3 years 

5 2011-4-18 New Zealand 250 3 years 

6 2011-4-19 Uzbekistan 7 3 years 

7 2011-6-13 Kazakhstan 70 3 years 

8 2011-10-26 South Korea 

(renewal) 

3,600 3 years 

9 2011-11-22 Hong Kong 

(renewal) 

4,000 3 years 

10 2011-12-22 Thailand 700 3 years 

11 2011-12-23 Pakistan 100 3 years 

12 2012-2-8 Malaysia 1,800 3 years 

13 2012-2-21 Turkey 100 3 years 

14 2012-3-20 Mongolia 100 3 years 

15 2012-3-22 Australia 2,000 3 years 

16 2012-6-26 Ukraine 150 3 years 

17 2013-3-7 Singapore 3,000 3 years 

18 2013-3-26 Brazil 1,900 3 years 

19 2013-9-9 Hungary 100 3 years 

20 2013-9-12 Albania 20 3 years 

21 2013-10-10 European Central 3,500 3 years 



Bank 

22 2014-7-21 Switzerland 1,500 3 years 

23 2014-9-16 Sri Lanka 100 3 years 

24 2014-10-13 Russia 1,500 3 years 

25 2014-11-8 Canada 2,000 3 years 

26 2015-3-18 Suriname 10 3 years 

27 2015-3-25 Armenia 10 3 years 

28 2015-4-10 South Africa 300 3 years 

29 2015-5-10 Belarus 70 3 years 

30 2015-5-15 Ukraine 150 3 years 

31 2015-5-25 Chile 220 3 years 

32 2015-9-3 Tajikistan 30 3 years 

33 2015-9-26 Turkey 120 3 years 

34 2015-9-27 Georgia -- 3 years 

35 2015-10-22 England 3,500 3 years 

36 2015-12-14 The UAE 350 3 years 

37 2016-5-11 Morocco 100 3 years 

38 2016-6-17 Serbia 15 3 years 

39 2016-9-12 Hungary 100 3 years 

40 2016-9-27 European Central 

Bank (renewal) 

3,500 3 years 

41 2016-12-6 Egypt 180 3 years 

42 2016-12-21 Iceland 35 3 years 

Source: Website of People’s Bank of China 

 

3. Financial product innovation should meet the actual need of local market 

To build multi-level RMB offshore financial markets, the “one policy for one 

country” should be implemented, especially financial product innovation with clear 

objectives. In developing countries with under-developed financial markets, we 

should mainly provide financial products including RMB cross-border settlement, 

deposit and loans, and should not neglect small amount of transactions. The key point 

is to have long-term goals and expand RMB demands. In countries with developed 

financial markets, we should focus on providing RMB bonds, financial derivatives 

and green financial products in addition to conventional financial products. By 

participating in institutional arrangements of global financial products, we make 

bigger breakthroughs in RMB transaction volume, and build RMB offshore financial 

markets with greater influence. 

Table 6.2.5-3 Major financial products of overseas RMB offshore financial business 

Business category Major financial products 

Deposit business 

RMB deposit, remittance, exchange and credit cards 

RMB certificate of deposit 

RMB structural deposit 

Loan business 

RMB trade and financing loan 

RMB circulating fund loan 

RMB syndicated loan 

RMB project financing loan 

Security business 

RMB sovereign bond 

RMB financial bond 

RMB corporate bond (issued by Chinese corporations) 



RMB corporate bond (issued by foreign corporations) 

RMB equity-type IPO 

Capital transaction 

business 

RMB foreign exchange swap transaction 

RMB inter-bank borrowing 

Deliverable RMB options 

Deliverable RMB exchange rate swap 

Deliverable RMB forward 

Deliverable RMB exchange rate swap options 

Asset management 

business 

RMB fund business 

RMB insurance business 

Source: Arranged as per relevant materials 

 

4. Direct Chinese financial institutions to conduct business cooperation 

In the construction of OROFM, China should rely on institutional advantages and 

lead Chinese financial institutions to carry out business cooperation. For example, in 

the credit and loan, we could learn from the “3 banks and 1 guarantee” cooperation 

mechanism implemented by Chinese financial institutions in Egypt (Meng Gang, 

2017). In June 2015, Chinese and Egyptian governments held the 1st meeting of 

China-Egypt capacity cooperation mechanism work team. China Development Bank, 

Exim Bank of China, Industrial and Commercial Bank of China and China Export & 

Credit Insurance Corporation decided to implement the “3 banks and 1 guarantee” 

mechanism in large capacity cooperation projects in Egypt. Later, Bank of China also 

actively joined the mechanism. On the principle of “uniform planning, risk sharing 

and resource integration”, the mechanism dealt with the outside world in the name of 

a bank consortium, in order to unify the financing institutions, prices, management 

and services of Egypt. The mechanism was highly praised by our country’s Ministry 

of Commerce and the NDRC as an innovative breakthrough of Chinese financial 

institutions in international capacity cooperation. It could effectively prevent vicious 

competitions and create a win-win situation for both China and the foreign country. 

RMB offshore financial market is inseparable from wide participation of Chinese 

financial institutions, so the government must provide proper directions and 

cooperation mechanisms, which could prevent vicious competition between Chinese 

financial institutions. 

 

5. Accelerate construction of RMB financial infrastructure 

To develop overseas RMB offshore market, China should accelerate construction 

of cross-border RMB financial infrastructure, extend functions of RMB transaction 

system, including quoting, bargaining, clearing and transaction information 

distribution to the financial market of relevant countries, and form an RMB globalized 

payment system supporting clearing with multiple currencies. Currently, multi-

channel methods are adopted at the same time in RMB cross-border payment, such as 

the “RMB clearing bank” for cross-border RMB receipt and payment on behalf of 

overseas banks, the “agent bank” for accounts with other countries to provide cross-

border RMB services, and the “Non-Resident Account (NRA)” for non-resident 

accounts in domestic banks. These methods mostly depend on Society for Worldwide 

Inter-bank Financial Telecommunications (SWIFT), which poses a great systemic risk 

to China’s economic and financial security. In October 2015, the first edition of cross-

border inter-bank payment system (CIPS) was officially put to use. This brand-new 

RMB cross-border payment system refers to international advanced cross-border 

clearing systems of USD and JPY. It improves clearing efficiency, facilitates 



supervision of RMB cross-border capital flow, so it is an important update of RMB 

payment and clearing infrastructure of our country. In order to developing overseas 

RMB offshore market in B&R construction, we should accelerate the improvement of 

the CIPS system, especially to develop an independent message system to achieve 

independent operation of our RMB international clearing system as soon as possible. 

6.3 Green Finance and SSC along the B&R  

6.3.1 Origin of the green finance concept 

The academic circle studies the concept of “green finance” in different aspects. 

For example, according to Salazar (1998), green finance refers to innovative finance 

conducive to environmental protection. Cowan (1998) believes that green finance is 

the product of disciplinary crossing between green economy and finance. In 2000, 

American Heritage Dictionary defined green finance as “environmental finance” or 

“sustainable finance”, and considers that green finance aims to achieve coordinated 

development of environment and economy with diversified financial tools. Labatt and 

White (2003) believe that green finance is a financial tool aiming to improve 

environment quality. In China, many scholars have also reported on green finance. 

According to Wang Junhua (2000), in order to facilitate coordinated development of 

economy and ecology, green finance makes use of finance’s function of social capital 

allocation to direct capital into the environmental protection. Li Xinyin (2006) 

emphasizes that green finance should be closely connected to the development of the 

environmental protection industry. 

Compared with traditional finance, green finance stresses natural environment 

protection and requires companies to bear environmental and social responsibilities. 

For example, while conducting project financing, green finance requires the bank to 

evaluate the project’s environmental impact, such as pollution treatment, resource 

utilization efficiency and ecological effects. 

Table 6.3.1 Comparison between traditional finance and green finance 

 Traditional finance Green finance 

Operation 

objective 

Profit maximization. For 

example, commercial banks 

operate business on the 

principle of security, liquidity 

and profitability 

Manage environmental risks 

and opportunities, protect and 

improve natural environment, 

and facilitate sustainable 

development of economy 

Policy support The market needs government 

supervision, and policy-based 

finance requires policy support 

Environmental pollution is a 

reflection of market failure, and 

green finance requires policy 

guidance 

Financial 

products 

Credit, bond, stock, futures, 

fund and insurance 

Basic financial products are the 

same as traditional finance, but 

have green attributes 
Source: Arranged based on online information 

 

6.3.2 Theoretical foundation of green finance 

Theoretical foundation of green finance includes two aspects: one is the “green” 

formed by the sustainable development theory; the other comes from environmental 

economics, which is a theoretical basis with more “financial” characteristics. 

 



1. Green finance and sustainable development theory.  

Sustainable development has been the consensus of the world, but it was not 

reached at once. At the historically significant Brundtland Commission in 1987, 

sustainable development was given a new definition, which includes two aspects: 

“Sustainable development should meet the need of contemporary people without 

harm of future generation’s capacity to meet their need.” At the United Nations 

Conference on Environment and Development (UNCED) held in Rio de Janeiro in 

1992, the concept of sustainable development was described in more detail with 40 

chapters of the 21st Century Agenda. Compared with UNCED, the World Summit on 

Sustainable Development held in Johannesburg in 2002 further clarified the three 

elements and their interactions in sustainable development theory based on the 

concepts of economy, society and environment as well as their relationships. 

Economy, society and environment are the three elements of the sustainable 

development theory. Generally, people simply equate sustainable development with 

environmental protection, but actually, the former refers to the coordinated 

relationship among economy, society and environment with a much richer meaning 

than natural environment protection. Different groups have different perspectives on 

sustainable development. For example, industrialized countries pay more attention to 

natural environment protection, while developing countries attach more importance to 

sustainable development of economy and society. Another example is that mainstream 

environmental protection organizations emphasize the environmental factors of 

sustainable development, while the industry and commerce circle pay more attention 

to fair and open economic policies. 

Development of green finance could effectively coordinate the three elements -- 

economy, society and environment, comply with the purpose of sustainable 

development, and increase environmental, social and economic benefits in the 

following three aspects: 

Firstly, green finance could push forward joint development of environment and 

economy. Green finance is beneficial for both environmental protection and economic 

development. By internalizing the economic value of environmental losses in 

financial evaluation and resource allocation fields, green finance optimizes the 

financial evaluation system, and by means of price and market, it assigns more 

priority to projects favorable for natural environment in financial resource allocation, 

and raise the financing threshold for high-pollution projects, thus promoting the joint 

development of economy and environment. 

Secondly, green finance could facilitate industrial upgrade and transformation, 

and improve economic efficiency. Supply-side structural reform requires elimination 

of backward production capacities and promotion of industrial structure upgrade. 

While cutting capacities with conventional administrative measures, green finance 

makes use of green investment credit tools, admittance thresholds, and differentiate 

interest rates to restrict expansion of excess capacity, develop new enhance economic 

efficiency. 

Thirdly, green finance could improve social recognition of sustainable 

development concept. Financial industry is an important part of society. By green 

finance, financial institutions could improve social recognition of green development 

and sustainable development concept while fulfilling social responsibilities, and 

increase the sense of social responsibility of enterprises and general people. 

 

2. Green finance and environmental economics theory. 

 As pointed out in environmental economics theory, environmental problems have 



strong externality. On the one hand, production and operation activities of companies 

cause pollution to the environment, but they do not pay compensations for the 

ecological losses of society and residents. As a result, social cost is far greater than 

private cost, and the polluting enterprises are not motivated to make improvement on 

the pollution. This is called negative externality of environmental problems. On the 

other hand, environmental governance has obvious social benefits, which are far 

greater than private benefits. When there are too many beneficiaries could not 

determine the source of income, environmental governance enterprises have difficulty 

making profit, thus they are not motivated to engage in environmental protection. 

This is called positive externality of environmental problems. The positive and 

negative externality of environmental problems leads resource allocation to deviate 

from the optimal level of society. Therefore, measures such as government control 

and market transactions should be taken to correct the market failure caused by 

externality. 

The first is government control: Pigovian tax theory. According to Pigou’s 

opinion, the government should play a role in correcting externality. By raising tax or 

giving subsidies, the government could correct the private cost of relevant economic 

parties. By means of regulations and policies, the government could attach the social 

cost of environmental pollution to the companies’ cost, and curb pollution emissions 

by increasing cost. For example, the government could collect tax from the polluting 

companies to increase the cost of pollution directly. In this way, pollution is inhibited 

and natural environment is protected. Additionally, the government could also adopt 

positive motivation measures. For example, it can formulate relevant policies to 

increase the income of green investment. The government may support green 

investment of both environmental protection companies and traditional companies in 

order to increase private benefit of green investment. Positive motivation includes 

various kinds of subsidies and tax reductions for green investment, such as giving 

subsidies for green products. 

The second is market transaction: Coase Means. According to Coase Theorem, 

when property rights are clearly specified and sufficiently protected with a low cost of 

transaction, the economic entities can achieve optimal benefit by trading in rights of 

pollution emissions; meanwhile, external effects can be internalized through voluntary 

transaction between the parties. Coase Means provides two choices for the polluting 

party -- stopping pollution, or continuing pollution but purchasing rights of pollution 

from the polluted parties. Producers make the corresponding choice by comparing the 

cost. The Coase Means are less likely affected by government intervention, which 

reduces the government’s administrative cost, avoids the possibility of power 

corruption, and eases the negative impact of government failure or decision mistakes. 

A typical example of green finance is the carbon finance market, which realizes 

responsibility restraints based on United Nations climate change framework 

agreements (such as Kyoto Protocol) and the total quantity control mechanism of 

emissions of various countries. 

6.3.3 China’s green finance: definition and policies 

In April 2015, the CPC Central Committee and the State Council issued the 

Opinions of the CPC Central Committee and the State Council on Rapidly Pushing 

Forward Ecological Civilization Construction, in which a top-level design was 

proposed. In September 2015, Overall Plan for System Reform of Ecological 

Civilization was issued. The Plan proposed to establish a green financial system. In 

March 2016, the 13th Five-Year Plan provided more specific green finance 



development policies and requested to vigorously develop green financial products 

such as green credit and green bonds. 

In August 2016, after early-stage preparations, the 7 ministries and commissions 

headed by People’s Bank of China formally issued the Guidance for Constructing a 

Green Financial System, which is of great significance in green finance development. 

In the Guidance, Chinese government provided a new definition for green finance: 

Green finance should be a healthy economic activity aiming to support environmental 

improvement, cope with climate change and reasonable use of resources. Specifically, 

green finance provides high-quality financial services for projects, investment, 

financing and project operations involved in different fields including environmental 

protection, energy saving and green traveling. Although the concept of green finance 

was put forward in recent years, the State Environmental Protection Administration 

and “the central bank and three commissions” already provided specific requirements 

on environmental protection factors in financing and operation of financial 

institutions and companies as early as 2001. Those requirements actually have the 

characteristics of green finance. The policy documents issued since 2001 are listed in 

Table 6.3.3-1. 

Table 6.3.3-1 Some important policies on green finance 

Title of policy file Date of 

issue 

Issuing 

department 

Main content 

Announcement for 

Environmental Auditing of 

Listed Companies 

2001 
SEPA, 

CSRC 

Content and objectives of 

environmental auditing of listed 

companies 

Announcement for 

Additional Environmental 

Auditing for Listed 

Companies or Stock 

Refinancing 

2003 
SEPA, 

CSRC 

IPO of listed companies and 

refinancing should be approved by 

environmental protection 

departments 

Suggestions on 

Environmental Information 

Disclosure of Listed 

Companies 

2003 
SEPA, 

CSRC 

The specific content and methods 

of environmental information 

disclosure of listed companies 

Opinions on Implementing 

Environmental Protection 

Policies and Regulations 

and Preventing Credit 

Risks 

2007-7 

SEPA, 

People’s 

Bank of 

China, 

CBRC 

Set up an information 

communication mechanism across 

environmental protection 

department, People’s Bank of 

China, bank supervision 

department and financial 

institutions to prevent 

environmentally unqualified 

projects from being re-conducted 

by other means 

Guidance on Works of 

Environmental Pollution 

Liability Insurance 

2007-12 SEPA, CIRC 

Select some industries, enterprises 

and districts with heavy pollution, 

frequent pollution incidents and 

easy damage assessment to conduct 

trials of environmental pollution 

liability insurance 

Guidance on Strengthening 2008-2 SEPA When the companies apply for 



Environmental Protection 

Supervision and 

Management of Listed 

Companies 

initial public offer or refinancing, 

environmental protection 

examination will be a mandatory 

requirement 

Green Credit Guidance 2012-2 CBRC 

Financial institutions in the banking 

industry are obliged to push 

forward green credit development. 

While advancing in the correct 

direction and focusing on key 

fields, the financial institutions 

should implement differentiated 

and dynamic credit grant policies, 

adopt the risk exposure 

management system, and establish 

relevant statistics systems 

Guidance on Conducting 

Trials of Environmental 

Pollution Liability 

Insurance 

2013-2 SEPA, CIRC 

Push forward trials of 

environmental pollution liability 

insurance in industries with high 

environmental risks, such as heavy 

metal and petrochemical 

engineering 

Green Bond Announcement 2015-12 

People’s 

Bank of 

China 

Provide guidance and regulations 

for green finance bond in aspects of 

green industry project definition, 

investment direction of raised 

capital, capital management in 

period of existence, information 

disclosure and independent agency 

evaluation and certification 

Source: Arranged as per Internet information 

 

Table 6.3.3-2 Green finance development plans of various districts  

(Guidance and implementation plans) 

Date of 

issue 

District Policy document Issuing department 

2016-3 Qingdao, 

Shandong 

Guidance on Enhancing Green 

Finance Services 
Qingdao banking bureau 

2016-3 Datong, 

Shanxi 

Action Plan of 2016 to Facilitate 

Financial Revival 
Datong municipal government 

2016-8 Qinghai 

Implementation Opinions on 

Developing Green Finance 

Xining Branch of People’s 

Bank of China, the provincial 

financial office and Qinghai 

banking bureau 

2016-9 Suzhou, 

Jiangsu Tentative Methods for Green 

Finance Performance Evaluation 

of Banking Financial Industries in 

Suzhou 

Suzhou Branch of People’s 

Bank of China, financial 

office of Suzhou municipal 

government, Suzhou 

commission of economy and 

information technology, 



Suzhou environmental 

protection bureau 

2016-11 Heilongjiang Guidance on Strengthening 

Financial Credit Work in Energy 

Saving and Environmental 

Protection Field in Heilongjiang 

Province 

People’s government of 

Heilongjiang province 

2016-11 Guizhou Opinions on Accelerating Green 

Finance Development 

People’s government of 

Guizhou province 

2016-11 Xiamen, 

Fujian 
Opinions on Encouraging 

Banking Financial Institutions in 

Xiamen to Develop Green 

Finance 

Xiamen municipal financial 

office, Xiamen banking 

bureau, Xiamen finance 

bureau, Xiamen branch of 

People’s Bank of China 

2016-11 Guangdong Implementation Opinions on 

Strengthening Integration 

between Environmental 

Protection and Finance to 

Facilitate Green Development 

Guangdong environmental 

protection office, Guangzhou 

branch of People’s Bank of 

China, and provincial 

financial office 

2016-12 Anhui 
Plans for Implementing Green 

Finance System of Anhui Province 

Hefei branch of People’s Bank 

of China, Anhui provincial 

financial office 

2016-12 Beijing Financial Industry Development 

Plan During the 13th Five-Year 

Period in Beijing 

Beijing municipal bureau for 

financial works, Beijing 

NDRC 

2017-3 Inner 

Mongolia 

Implementation Opinions on 

Constructing a Green Financial 

System 

People’s government of Inner 

Mongolia 

2017-5 Beijing Methods for Managing Capital 

Supporting Deep Integration and 

Innovative Development of 

Technologies and Finance in 

Zhongguancun National 

Exemplary Zone for Independent 

Innovation 

Zhongguancun management 

committee 

2017-5 Yangzhou, 

Jiangsu 

Implementation Rules of 

Guidance on constructing a 

Green Financial System 

Yangzhou branch of People’s 

Bank of China 

2016-3 Qingdao, 

Shandong 

Guidance on Enhancing Green 

Financial Services 
Qingdao banking bureau 

Source: Arranged as per Internet information 
 

6.3.4 International green finance: definition and policies 

The latest and relatively complete definition of green finance is from the G20 

Green Finance Synthesis Report issued in 2016: “Green finance is an investment and 

financing activity with environmental benefits, which could strongly support 

sustainable development. These environmental benefits have covered many aspects, 

including reducing air, water and soil pollution, controlling emissions of greenhouse 



gases such as carbon dioxide, and increasing utilization rate of limited resources. At 

present, successful development of green finance requires us to internalize externality 

of the environment, and improve financial institutions’ awareness of environmental 

risks. With different methods, an environment- friendly and pollution-inhibiting 

investment climate will be established.” Globally, the practice of green finance started 

from the “Super Fund Act” issued by the USA in the beginning of the 1980s. The Act 

required companies to be responsible for the environmental pollution caused by their 

own operation. As a result, more commercial banks had to be in charge of credit risks 

brought by environmental pollution. The Act stirred up a wave of reforms. 

Afterwards, the governments of many countries including Britain, and many 

international organizations made various explorations to improve the environment. In 

this way, they accumulated some experience. 

6.3.5 Suggestions on developing green finance in B&R 

1. Strengthen support for green development.  

The first is to strengthen the introduction of the green finance concept. We should 

actively advocate the green development concept, strengthen policy support for green 

finance, complete the institution and mechanism construction, enlarge green finance’s 

market participation, and direct social capital to invest in important green industry 

projects. Government agencies, market associations, financial institutions and other 

market organizations could all carry out these propaganda and promotional activities. 

While doing a good job in infrastructure of green financial market, green investment 

and green operation should be publicized among companies. 

The second is organization and policy support. On the national level, China 

already issued the Guidance on Constructing a Green Financial System to develop 

green finance. On the regional level, Guizhou province founded the green finance 

innovation and development work team headed by the provincial secretary; and 

Shenzhen founded the specialized committee for green finance. The development of 

green finance involves many departments and levels, and may affect the interests of 

some groups. Therefore, it is necessary to establish special institutions on the 

organizational level, as Guizhou and Shenzhen did, and conduct top-level designs for 

green finance development under a strong leadership. All districts should set up 

specialized institutions to develop green finance, issue detailed local policies, and 

supervise the development of green finance. 

The third is to strengthen market construction. We should establish an interest 

subsidy system and guarantee system for green credit, set up regional green industry 

development funds, and direct more social resources into the green finance. We 

should also encourage the development of green bond market, set up a more complete 

green bond labeling system and issuance auditing system, and raise the level of green 

bonds. Meanwhile, our country should strengthen carbon financial market 

construction, conduct trials of carbon emission trading market in more areas, and 

promote the development of carbon trade between China and foreign countries.  

 

2. Set up green financial institutions.  

The first is to increase degree of greenness of financial institutions. Financial 

institutions should put green finance on a strategic level, set up green financial 

development departments, and create green development strategies and system 

frameworks. By using mature green financial products in an innovative way, and 

making innovations in green financial products, the financial institutions provide 

high-quality service for the green economy. 



The second is to integrate into the international system. We should adopt the 

green finance standards in different fields and items, gradually align our rules with 

international and regional green financial rules such as UN Principles for Responsible 

Investment and the Equator Principles, and promote international cooperation and 

cross-border green investment and financing. 

 

3. Systematically push forward green finance development.  

The first is to diversify RMB green financial products. We should accelerate 

development of green financial products valuated and settled in RMB, combine 

traditional cross-border financial products with green attributes, set up green industry 

development funds, strengthen exploration and development of overseas green credit, 

and provide richer choices for RMB green finance to “step out” by making active 

innovations. 

The second is to formulate RMB green financial policies. We are encouraged to 

form RMB green financial system, provide preferential treatment for RMB green 

financial market and products on the policy level, and increase the market’s attention 

to green financial products. We should establish transaction standards and supervision 

mechanism of the green financial market to prevent financial risks. Green finance 

combined with the objective of RMB internationalization is a key point in policy 

design and should be promoted vigorously. 

The third is to deepen international cooperation in RMB green finance. Our 

country should actively integrate into the international green financial system, expand 

green financial cooperation platforms, and promote internationalization of RMB 

green financial products. By means of currency swap, product exchange and market 

connections, we can open up both the domestic and international market, and attract 

foreign investors to invest in RMB green financial products. 

6.4 SSC Financial Cooperation in Arab League Countries: A Case 

Arab League countries are mostly developing countries, located at the 

intersection of Asia, Africa and Europe, with frequent trade contacts with China. They 

also have extremely important positions in geo-politics and geo-economy. In the 

global credit currency system, promoting RMB internationalization in Arab League 

countries will get a win-win result. It not only reflects China’s political and economic 

strength, but also brings benefit to the countries in cooperation. 

On January 21, 2016, Chinese president Xi Jinping visited headquarter of Arab 

League. In his speech, he pointed out that China and Arab League countries should 

make use of their large scale of foreign trade and the tools of currency swap and 

bilateral investment agreement, and by focusing on cooperation in nuclear energy, 

new energy and aerospace, we should deepen B&R investment and financing 

cooperation and enlarge RMB’s scope of settlement. 

Arab League countries are in extremely important strategic positions for China. 

Since the launch of the B&R initiative, core countries of the Arab League, Saudi 

Arabia, UAE and Egypt were classified to the “Middle East plate” of six major plates. 

They became the intersection of the “Belt” on the land and the “Road” on the sea, and 

an important hub of the B&R leading to Europe and Africa. China’s economic ties 

with Arab League countries are deepening. Currently, our country ranks second in 

total volume of trade with Arab League countries; and for the 9 countries in the Arab 

League, our country is their largest trade partner. For China, Arab League countries 

rank seventh in total trade volume, and are the largest energy supply partner and an 



important project contracting market (Zhang Shuangshuang, 2015). Therefore, 

promoting RMB internationalization in Arab League countries has become a crucial 

topic. 

6.4.1 Current situation of RMB internationalization in Arab League countries 

1. Trade settlement 

Currently, Industrial and Commercial Bank of China and Bank of China have set 

up RMB clearing centers in Qatar and the UAE respectively. The former has 

established offices in the UAE, Qatar, Kuwait and Saudi Arabia and the four state-

owned commercial banks -- Bank of China, Agricultural Bank of China, Industrial 

and Commercial Bank of China and China Construction Bank have set up branches in 

Dubai, the capital of the UAE. In 2015, 74% of transaction amount between China 

and the UAE was settled in RMB, and the proportion in Qatar was 60%, which 

signifies RMB’s popularity in this region. On September 17, 2017, China 

Development Bank signed the Contract for 260 Million RMB’s Overseas Loan 

Project with SAIBANK for RMB settlement in China-Egypt capacity cooperation, 

and signed the Memorandum of Understanding for B&R RMB Special Loan 

Cooperation Between China and Egypt with Banque Misr. The former was our 

country’s first overseas RMB loan in Egypt, and the first overseas project of RMB 

granting for financial institutions in Arab League countries and Africa, whose 

successful implementation aroused great reactions in Egyptian financial field. 

Additionally, National Bank of Egypt proposed to sign a China-Arab inter-bank 

consortium cooperation agreement with China Development Bank to cooperate on 

joint financing, bank consortium loans and sub-loans under RMB account. 

 

2. Financial transaction 

Bank of China issued an RMB bond of 2 billion RMB, with a period of 2 years in 

Dubai in July 2015. About 25%-30% of investors of the bond came from Middle East. 

In May 2015, Bank of China and Dubai International Financial Exchange signed a 

cooperative agreement on deepening financial transaction cooperation. In December 

2015, People’s Bank of China provided a QFII quota of 50 billion RMB for the UAE, 

so the UAE became the first country in the Middle East region with QFII qualification 

(Kuwait and Qatar acquired the qualification in 2011 and 2012, respectively). 

 

3. Reserve currency 

By the end of July 2017, there were 36 countries in the world, which signed 

currency swap agreements with People’s Bank of China. Among Arab League 

countries, the UAE signed 5 billion RMB/20 billion AED, Egypt signed 18 billion 

RMB/47 billion EGP, Qatar signed 35 billion RMB/20.8 billion QAR, and Morocco 

signed 10 billion RMB/15 billion MAD. Recently, China Development Bank is 

cooperating with Egyptian central bank and helping Egyptian government increase 

RMB exchange reserves through large amount of RMB loans. In this way, RMB 

internationalization will make the first breakthrough in Egypt. 

6.4.2 Cooperation basis for promoting RMB in Arab League Countries 

1. B&R construction provided mechanism assurance for China-Arab capacity 

cooperation supported by RMB 

The B&R initiative created a good channel for RMB internationalization, i.e. 

through the complementary nature of industrial structures and economic elements of 



China and countries along the B&R，Chinese companies are encouraged to step out 

for international capacity cooperation. By considering the national development 

strategies of the host country, we should output China’s advantageous capacity, and 

support the entire process of capacity cooperation with RMB. 

Countries along the B&R are important targets for our country’s international 

capacity cooperation. Due to rich oil reserves and important graphical locations, the 

Arab League countries such as Saudi Arabia, the UAE and Egypt are extremely 

important cooperation partners of our country. In recent years, because of the decrease 

of oil reserves and the fall of international oil price, Arab League countries have 

formulated economic structure adjustment plans to increase proportion of non-oil 

economy in their entire national economy in order to achieve long-term development. 

The UAE emphasized the development of tourism, building materials, 

petrochemical industry and trade logistics, and put forward the “2021 strategic plan”  

to get a result of “non-oil economy”. In order to facilitate tourism development, the 

UAE invested large amount of capital constructing public infrastructure, including 

airports, hotels and roads. Such constructions increased demands in the building 

material industry; especially energy-efficient building materials, and the UAE has 

become the largest-scale building market in Middle East (Han Lu, 2017). By making 

use of its advantages in raw materials, the UAE intends to develop downstream 

industries to increase additional value of oil and natural gas industry. Egypt is also 

implementing economic transition strategies. It used to rely on industries such as oil, 

natural gas and textile, but now it decided to boost economy through investments in 

infrastructure and industry. In June 2015, our country’s National Development and 

Reform Commission and Ministry of Commerce and Egypt’s Ministry of Industry and 

Trade and Investment Department signed an inter-governmental framework 

agreement for China-Egypt capacity cooperation and the minutes of meeting, and then 

clarified the project list and cooperation model. The agreement signified a phased 

result of China-Egypt capacity cooperation. Our country has first-mover advantages 

in fields such as infrastructure construction, building material production and 

industrial equipment manufacturing, and has more power in negotiation on the 

settlement currency. Therefore, we could try to provide RMB-valuated financial 

services for Arab League countries. For example, Chinese financial institutions could 

provide overseas RMB loans, and the companies of Arab League countries could 

make payments for construction projects or equipment with RMB. 

 

2. Renewable energy development in Arab League countries creates “green 

opportunities” for RMB internationalization.  

Arab League countries are well known for their rich oil reserves, but their oil 

consumption is also remarkable. Saudi Arabia is the 6th largest oil consumer and the 

7th largest natural gas consumer in the world. UAE and Egypt are the 12thand 15th 

largest natural gas consumers respectively. UAE’s natural gas consumption even 

exceeded India, which has a population of 1.2 billion (Wu Lei, 2014). Huge oil 

reserves increased energy subsidies in Arab League countries. In Saudi Arabia, the 

price of automotive oil is less than 0.2 USD/liter, and energy subsidies take up 5% of 

GDP (while food subsidies only take up 0.7%). Domestic oil consumption takes up 

25% of its total export (Zhang Qi, 2013). Due to low price and growing demands, the 

finance and environment of oil producing countries are largely damaged by domestic 

crude oil consumption. Tarek Hani Subhi Al-Amad, the director of the Middle East 

Renewable Energy and Energy Efficiency Center, indicated that according to 

calculations, if domestic energy consumption continues to grow at this speed, Arab 



League countries would have no oil to export by 2030 (Wang Erde, 2013). For this 

reason, Arab League countries reached an agreement on the “Renewable Energy 

Application and Development Strategy for Pan-Arab Districts in 2010-2030” in the 

3rd Arab Economic and Social Development Summit in 2013, aiming to increase 

installed renewable energy generating capacity to 75 kMW by 2030, accounting for 

9.4% of total generating capacity in Arab region. 

Meng Gang (2017) pointed out that China should share green industry 

development experience with developing countries and lead green financial 

innovations during B&R construction. In the field of renewable energy, our country is 

the largest market for solar energy and wind energy, and we have a group of leading 

enterprises as well as some cost and technical advantages. Secondly, our country 

should make use of the leading energy-efficient technologies and experience in 

industries such as steel, electricity, machinery, non-ferrous metals, petrochemical, 

textile and information, and push forward the export of energy-efficient technologies 

(Jin Ruiting 2016). In addition, our domestic nuclear power technology is gradually 

becoming competitive in the international market. In 2013, Pakistan invested 13 

billion USD to purchase three large nuclear power plants from China, and it was the 

first time for China’s the 3rd generation nuclear power technology with proprietary 

IPR to step out to international market (Li Xin, 2016). The Arab League countries, 

which are seeking traditional energy substitution, are also inviting China for the 

bidding of several nuclear power projects. While Chinese companies are stepping out, 

financial institutions could follow up and provide RMB loans for Arab League 

countries. At present, China Development Bank has signed 260 million RMB loans 

with SAIBANK in Egypt to support China-Egypt capacity cooperation projects. 

Egyptian companies could apply for loans from SAIBANK, and make payments to 

Chinese suppliers with RMB. 

 

3. Opportunities of local currency cooperation are created for medium and small 

enterprises. 

The political turmoil starting in Tunisia in 2009 caused economic stagnation and 

even regime change in several Arab League countries. The main cause of “Arab 

Spring” lied in the serious rich-poor polarization of Arab League countries and the 

reduction of employment rate; while Islam, which the public believe in ,greatly 

emphasizes social equity. As a result, people at the bottom of society and the ruling 

elites are in serious conflict. According to statistics, the Arab world is the only region 

with a continuously increasing number of impoverished populations in 2010. In this 

area, 40% of people are living below an income of 2.75 USD/day, and over 4% are 

living below the poverty line 1.25 USD/day (Ridhaaboudi, 2017). The high 

population growth rate of Arab League countries is also a major cause of the rich-poor 

polarization. Young people over working age (15-30 y/o) account for 1/4 to1/3 of the 

total population, but 20% to40% of the people in the 15-24 y/o age group are 

unemployed. In Middle East and North African the employment rate of young people 

is less than 30%, and did not even get better in the past 20 years (the number in East 

Asia is 53%). In the year 2007 before “Arab Spring”, the unemployment rate of 

Egyptian young people was 63% (Bai Ruomeng, 2017). 

The development of medium and small enterprises plays an important role in the 

national economy of Arab League countries, and it can solve the employment problem 

of large numbers of people. Data indicates that medium and small companies account 

for 90% of all the companies in Arab League countries, and they create a value 

exceeding 50% of GDP. In Egypt, the medium and small companies account for over 



80% o fall the companies, and they create a value over 56% of national GDP (Jiang 

Chuanying, 2012). Therefore, leaders of Arab League countries are paying great 

attention to the development of medium and small companies in recent years. In 2017, 

the leaders of Arab League countries reached an important consensus on facilitating 

the development of medium and small enterprises in the annual meeting of 

Association for Financial Inclusion in Sharm el Sheikh, Egypt.  

According to Meng Gang (2017), our country should promote en-lending 

platform construction experience such as medium and small enterprise loans in 

Central Africa, in countries along the B&R, encourage cross-border e-commerce and 

mobile payment industry to step out, and push forward the development of inclusive 

finance. Currently, China Development Bank has successfully conducted multiple 

sub-loan businesses in Egypt. The major model is to issue loans to local large 

financial institutions, and the financial institutions will in turn relend to medium and 

small enterprises, which require capital. While China-Arab trade is growing at full 

speed, and Arab League countries are vigorously developing inclusive finance to 

improve social equity, our country should take efforts to push forward RMB inclusive 

financial services, such as providing RMB loans to medium and small enterprises in 

Arab areas (for payment in China-Arab trades), and helping Arab League countries 

construct telecommunication infrastructure for mobile payment. We could also 

encourage domestic cross-border e-commerce companies to settle businesses in Arab 

League countries in RMB to push forward the internationalization of RMB through 

inclusive finance. 

Table 6.4.2-1 Annual average growth rates of real GDP and GDP per capita of Arab 

League countries (%) 

 

Real GDP growth GDP per capita growth 

1991

-

1995 

1996

-

2000 

2001

-

2005 

2006

-

2010 

1991

-

2000 

1991

-

1995 

1996

-

2000 

2001

-

2005 

2006

-

2010 

1991

-

2000 

Algeria 0.3 3.1 4.9 2.5 3.7 -1.9 1.6 3.4 1.0 2.2 

Egypt 3.4 5.2 3.5 6.2 4.9 1.6 3.4 1.6 4.3 3.0 

Morocco 1.1 4.0 5.0 4.9 4.9 -0.6 2.5 3.8 3.8 2.8 

Tunisia 3.9 5.6 4.6 4.6 4.5 2.0 4.2 3.4 3.6 3.5 

Arab world 3.8 4.0 4.4 4.5 4.4 1.4 1.8 2.1 2.1 2.1 

Middle East 

and North 

Africa 

4.1 4.1 4.2 4.4 4.3 1.8 2.1 2.1 2.3 2.2 

East Asia 

and Pacific 
3.5 2.7 3.5 3.9 3.7 2.2 1.6 2.7 3.2 2.2 

Latin 

America 

and 

Caribbean  

3.3 3.2 2.7 4.1 3.4 1.6 1.6 1.3 2.9 2.1 

South Asia 5.0 5.4 6.5 7.7 7.1 2.9 3.5 4.9 6.2 5.5 

Sub-

Saharan 

Africa 

1.2 3.5 4.6 5.0 4.8 -1.5 0.8 2.1 2.4 2.2 

The world 2.3 3.4 2.8 2.3 2.5 0.8 2.0 1.5 1.1 1.3 

Source: Wu Lei (2014). 

 



4. New opportunities are created owning to the decreased dependence of Europe 

and America on the oil from Middle East. 

Oil exports of Saudi Arabia in the 1960s to70s were mostly focused on Europe 

and America, but after the 1990s, oil exports of the country started concentrating on 

the Asia Pacific region. After 2000, Saudi Arabia’s oil exports to the Asia Pacific 

region have been taking up a high percentage with an absolute advantage (Zou 

Zhiqiang 2016). Currently, due to the shale gas revolution of America and the 

substantial increase of Canada’s oil exports to the USA, Saudi Arabia’s oil exports to 

the USA have fallen to less than 1 million barrels/day, and even less than the bottom 

level after financial crisis in 2009. Oil imports from Saudi Arabia only account for 

13% of the USA’s total crude oil imports.  

At present, China is the largest country for importing oil in the world, and the 

Middle East region’s oil exports to China will reach twice the current quantity before 

2035. As an important buyer in the world oil market, China is considering developing 

forward contracts for crude oil, which are valuated in RMB and convertible for gold, 

and will formally introduce them into the market within this year. The forward oil 

contracts will be the first bulk commodity futures contracts open to foreign 

institutional investors. In the first half of 2017, China’s crude oil import increased by 

13.8%, while Saudi Arabia’s oil supply only increased by 1%. China’s oil import was 

mostly supplied by Russia. In 2015, Saudi Arabia was still China’s largest oil export 

country, but now Russia has taken its position. By August 2017, Russia’s export to 

China was 1.2 million barrels/day, while Saudi Arabia was 0.942 million barrels/day, 

accounting for 12% of China’s total import. In addition, RMB settlement has been 

adopted in China-Russia oil trade. As the volume of trade with Europe and America 

has decreased, oil-producing countries such as Saudi Arabia are not willing to lose 

China as their super customer. The settlement with RMB in oil trades will increase the 

oil demand of China to import from Arab League countries. Besides, our country’s 

economic cycle highly matches the cycle of emerging markets, plus the reform of the 

international currency system led by USD and the global governance system led by 

the USA is slow. Therefore, in the special period when Europe and America are 

reducing dependency on the oil of Middle East, our country should set up a 

diversified settlement system for oil, and steadfastly push forward RMB settlement. 

 

 
Figure 6.4.2-1 China’s Oil Import by Country in 2016 (Unit: billion USD) 

Source：WorldTopExports.com 

 
5. Long-term low price of oil and USD assets weakened the position of “petro-
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dollar”.  

By reviewing the history, it is not hard to find that “petro-dollar” has existed 

based on high oil price and economic prosperity of the USA. In 1974, the USA and 

Saudi Arabia reached an agreement that the oil trade between the two countries would 

be settled in USD, and the USA would provide arms and ammunition for Saudi Arabia 

to protect the country from possible invasions from Israel. In December of the same 

year, the USA opened the US public debt market for Saudi Arabia, and ensured Saudi 

Arabia’s priority in purchasing US public debts. Thus, the “petro-dollar” chain was 

closed. That is to say, Saudi Arabia obtains USD income by exporting oil, and these 

USD flows back to the USA to contribute to American economic development, and 

Saudi Arabia also benefits from the price increase of its asset. When oil price was on a 

high level, oil producing countries accumulated large amount of USD surplus, which 

finally flowed back to developed countries. But since oil price stays low at present, oil 

producing countries in the Arab world are enabling foreign exchanges in stock to flow 

back to their own countries in order to implement economic adjustments (Zhang 

Shuai, 2016). Besides, the USA implemented Quantitative Easing Monetary policy to 

boost domestic economy after the financial crisis in 2008. As a result, the USD had a 

substantial devaluation, the price of USD-valuated assets fell, and oil-producing 

countries in the Arab areas suffered huge loss. The basis of “petro-dollar” was 

weakened. Multiple Arab League countries had the intention to abandon USD as the 

oil valuation currency. For example, Saudi Arabia is trying to use the Argus Sour 

Crude Index (ASCI), which evaluates oil with a basket of currencies, in place of the 

West Texas Intermediate (WTI), which evaluates oil with USD (Zhang Shuai 2016). 

In addition, the Arab countries in the Middle East accumulated large amount of 

foreign exchange reserves by exporting oil, and many sovereign wealth funds based 

on these reserves need to spread risks. Currently, RMB has been formally included 

into the SDR currency basket, and many countries have included RMB-valuated 

assets into their foreign exchange reserves. Therefore, we should push forward the 

internationalization of RMB by taking advantage of the opportunity of weakening 

“petro-dollar”. 

 

6. The development of China-Arab trade needs capital support.  

China ranks the second in volume of trade with Arab League countries. From 

2005 to2015, the volume of trade between China and Arab League countries increased 

6 times. The crude Oil trade has become and will remain as the pillar industry of 

China-Arab trade. Arab League countries account for 40% of China’s oil import, and 

the proportion may grow higher in the future. Chinese business and -Arabic business 

are inter-complementary. For example, China and Saudi Arabia have cooperated in 

renewable energy, aerospace and nuclear energy projects in recent years, and Saudi 

Arabia not only exports oil to China, but also exports industrial products such as 

petrochemicals, which China needs. The UAE’s emphasis on non-oil economy has 

been clearly reflected in its trade and economic connections with China. With the 

background of a decreasing total trade volume, non-oil trade between China and the 

UAE reached 47.5 billion USD, accounting for 86% of total trade in 2015. In the 

future, the UAE will vigorously develop industries such as building materials, 

petrochemical industry and business logistics. These industries are highly 

complementary for China and the UAE, and will raise the volume of trade between 

two countries to a new level. As the volumes of trade and investment between China 

and Arab League countries are increasing, comprehensively developing RMB 

businesses in Arab League countries will help drive more Chinese enterprises into the 



Arab League countries, facilitating trade and investment cooperation between Chinese 

and Arab League companies, increasing efficiency of using resources, increasing the 

degree of openness and mutual cooperation, and boosting the comprehensive strength. 

 

7. Direct investment from China is attracted.  

Although China has large amount of foreign exchange reserves and strong 

investment abilities, China’s direct investment in Saudi Arabia is still small. 

According to statistics of Ministry of Commerce, China’s non-financial direct 

investment in Saudi Arabia in 2013 was 479 million USD, only accounting for 0.5% 

of China’s total foreign investment of 90.1 billion USD. The small-scale investment 

was mainly because Saudi Arabia had accumulated large amount of foreign exchange 

reserves by oil export, and did not lack capital for development. However, with the 

fall of crude oil price in recent years, Saudi Arabia is gradually opening for foreign 

capital in certain fields; especially, Saudi Arabia has looser policies on foreign direct 

investment in downstream industries of oil and natural gas and industrial 

manufacturing.  

Egypt is not only an Arab League country, but also the third largest economy of 

Africa. For now, China and Egypt have a large volume of trade, and Egypt is China’s 

third largest trade partner in Africa. But due to small stock of investment and the 

small quantity of construction, Egypt is not among China’s top ten investment target 

countries in Africa. By the end of 2015, China’s direct investment stock in Egypt was 

only 663 million USD. According to statistics, Egypt is the 5th largest country of 

foreign in-flow direct investment, only second to India, China, Indonesia and 

America. And China’s overseas investment rose sharply by 44% in 2016 and reached 

183 billion USD. China became the 2nd largest country of overseas investment for the 

first time. In 2015, China’s direct investment in Africa was 2.98 billion USD, while 

its direct investment in Egypt was only 60.5 million USD, accounting for only 2%. 

There is still a lot of room for China to invest in Egtpt. As more Chinese companies 

come to Egypt to make investment and build factories, China-Egypt economic and 

trade cooperation will be strengthened, and favorable conditions will be created for 

RMB internationalization in Egypt.  

 

Table 6.4.2-2 Volume of trade between China and some African countries in 2016 
Unit: 100 million USD 

Country Trade volume 

South Africa 353.4 

Angola 156.3 

Egypt 109.9 

Nigeria 106.2 

Algeria 79.8 

Ghana 59.7 

Kenya 56.8 
Source: China’s Ministry of Commerce 

 

Table 6.4.2-3 China’s investment in Egypt in recent 5 years 
Unit: 10,000 USD 

Year Direct investment Total investment 

2011 6,645 40,317 

2012 11,941 45,919 

2013 2,322 51,113 



2014 16,287 65,711 

2015 8,081 66,315 
Source: China’s Ministry of Commerce 

 

8. Preferential policies on foreign direct investment have been issued.  

In May 2017, the Egyptian parliament passed a new Investment Law, which 

stipulates that the approval period for investment projects should not exceed 97 days, 

and clarified the concept of investment zone, technical zone and free zone according 

to economic and industrial development degrees. The parliament also issued a series 

of tax reduction and financial return policies to attract foreign investment. In terms of 

taxation, the new Investment Law stipulates that a maximum of 50% tax reduction can 

be applied to investment projects located in districts which are in the most urgent 

need of development, and a 30% reduction can be applied to investment projects 

which widely use manpower, are carried out by medium and small enterprises, 

produce or use renewable energy, or are conducted under national or strategic tourism 

plans”. If the project is put into operation within 2 years, the investor will obtain a 

50% return of land-transferring fees from the department of finance. 

 

Table 6.4.2- 4 Policies of Egypt’s new Investment Law 

S/N 
Stipulation of new 

Investment Law 
Detailed regulations 

1 Investment zone 

Set out by the prime minister’s order, and covering logistics, 

agriculture and industry (not limited by the free trade zone). The 

new zone’s independent board of directors has the sole right of 

management, which includes project admittance (approval of 

other government departments is not required) 

2 Technical zone 

Set out by the prime minister’s order, and covering IT, 

telecommunications, designing and manufacturing of electronic 

devices, data center, programming and technical education. The 

new zone’s independent board of directors has the sole right of 

management, which includes project admittance (approval of 

other government departments is not required). The equipment 

and instruments used in projects in the new technical zone are 

only subject to taxes stipulated in the new Investment Law. 

3 Free zone 

Set out by the prime minister’s order, mainly serving exports, and 

covering all industries except oil, chemical fertilizer, steel 

production, transportation and natural gas production. The new 

zone’s independent board of directors has the sole right of 

management, which includes project admittance (approval of 

other government departments is not required). The equipment 

and instruments used in projects in the new technical zone are 

only subject to taxes stipulated in the new Investment Law. 

Source: Egypt’s Investment Law. 

 

The Saudi government is also trying to create a favorable investment 

environment. Firstly, it simplified the approval procedures of foreign investments, and 

set up a swift visa channel for foreign workers’ convenience in Saudi Arabia to visit 

their relatives. The visa application process will take 5 working days in maximum. 

Secondly, foreign investments in Saudi Arabia are treated based on their ratings. 

Leading enterprises in an industry and medium and small enterprises with proprietary 



IPR are given a higher rating. Thirdly, the government will screen investment 

projects, and particularly encourage projects, which can increase Saudi Arabia’s 

economic competitiveness, facilitate IPR’s localization in Saudi Arabia and increase 

the competitiveness of exported commodities. At last, the government raised the share 

proportion limit for foreign capitals. Foreign capital is allowed to take up 100% in the 

shares of wholesale and retail projects (the proportion used to be 75%) (Chen Mo, 

2016). 

With a better investment environment, huge investment growth potential and 

important geographical location, the Arabic countries have become important 

countries attracting China’s overseas direct investment. The development of RMB 

valuation will increase the number of Chinese companies making investment in Arab 

areas, and provide more and better support for Arabic countries to accomplish 

economic transitions. 

 

9. The foundation has been laid by the currency swap agreements. 

Currently, People’s Bank of China has signed currency swap agreements with 

the central banks of several Arab League countries to provide capital liquidity support 

for these countries. The currency swap agreements signify the trust of Chinese and 

Arabic central banks for each other’s currencies, and our country also requests the 

central banks of relevant countries to formulate detailed operating rules in commercial 

banks for the use of RMB in order to gradually achieve domestic settlement with 

RMB. Although the amount of currency swaps between China and Arab League 

countries is not as large as the currency swaps between China and ASEAN countries, 

it was still a good start for Arab banking industry to use RMB in settlements. After the 

currency swaps, the Arab banking industry will be motivated to conduct RMB 

settlements for Chinese companies or Arabic companies with trade contacts with 

Chinese companies in order to reduce USD cashing pressure, and Chinese companies 

could also reduce financial costs. Once the RMB currency cooperation has achieved a 

win-win situation, a positive cycle will be created in which more Egyptian banks will 

seek to settle businesses with RMB so as to give birth to loan demands from the 

overseas. 

6.4.3 Major problems and Challenges 

1. Our country’s crude oil futures market is still not complete.  

In the 1990s, our country was the first one in Asia to set up a crude oil futures 

market, but due to problems in operation and supervision, the market had to be closed 

at last. The present Shanghai futures market only runs fuel oil futures contract. 

Although it plans to launch medium sour crude futures (the major trade category in 

the world is light sour crude futures), it is still far behind the world’s leading crude oil 

futures market. Xu Dong (2017) conducted research on several globally well-known 

crude oil futures exchanges and discovered that a successful crude oil futures market 

needs a complete financial transaction system, such as a complex and organic 

ecological system formed by the linkage of the derivative market, currency market 

and foreign exchange market. Besides, active crude oil transactions mean the absence 

of a market monopoly, while our country is not prepared for fully opening the oil 

field, especially when it concerns our national security. “Petro-dollar” was built on 

control of the oil transaction and settlement process, which means the mature oil 

infrastructure is necessary -- crude oil futures exchanges. Therefore, there are still 

many obstacles on the way to achieve “petroleum RMB”. 

Table 6.4.3 Comparisons between SHIBOR and LIBOR 



Period RMB-SHIBOR (%) USD-LIBOR (%) 

O/N 2.6958 1.17889 

1W 2.8320 1.19667 

2W 3.7218 -- 

1M 3.9510 1.23444 

3M 4.3647 1.32111 

6M 4.3870 1.45861 

9M 4.3980 -- 

1Y 4.4015 1.71956 

Source: GlobalRates. 

 

2. The market interest rate and long-term interest rate of RMB is high.  

According to researches, a currency’s market interest rate and long-term interest 

rate will affect, and are inversely proportional to its internationalization degree. Since 

the bank will add points on the basis of SHIBOR or LIBOR in loan pricing, which 

reflect the borrower’s credit risks, and the points added while adopting SHIBOR and 

LIBOR are theoretically the same, and reflect the same credit risks. The lower the 

interest rate is, the more popular it is for domestic currency loans at abroad. But when 

the interest rate of a currency is high, people will be less inclined to accept loans in 

this currency, and this will affect the currency’s internationalization process. 

According to Relevant policies of the People’s Bank of China, the overseas RMB 

loan scale has been included into the overall regulation and control of credit and loan. 

At present, the banks’ income from overseas RMB loans is relatively lower than 

domestic RMB businesses. When the loan scale is limited, the overseas RMB 

business will directly affect the bank’s overall profit, and therefore reduce the bank’s 

preference to develop overseas RMB business.  
 

3. The volatility and trend of the RMB exchange rate is gradually expanded.  

According to researches, the expected fluctuation range of a currency will have 

great influence on the currency’s internationalization. Since March 17, 2014, the 

floating range of RMB/USD trading price in the inter-bank spot exchange market has 

increased from 1% to 2%. Especially, when the US economy is recovering, the 

expectation of one-way appreciation of RMB does not exist. Based on the trend of 

RMB/USD exchange rate in recent years, RMB sharply appreciated after a continuous 

downfall. Consequently, the governments and companies will find the RMB’s 

fluctuation risks hard to manage. With an unclear trend of RMB exchange rate and an 

increased fluctuation range, foreign governments will prefer more stable currencies 

for settlement and reserves, and foreign companies will be more inclined to obtain 

USD financing to reduce exchange risks. This situation increases the difficulty of 

promoting RMB as a settlement and reserve currency. 

 

4. The RMB offshore market is not sufficiently developed.  

Although the offshore RMB markets in Hong Kong, Singapore and Europe are 

growing rapidly in scale, they still have the problems of low liquidity and lacking 

sufficient financial products, and cannot satisfy traders’ demands for risk avoidance, 

value maintenance and appreciation. These problems limited RMB’s functions in 

financial transaction and reserves. Additionally, although RMB repayments and the 

exchange risks associated with repayments can be transferred to the companies 

actually using the funds through the credit granting model of banks, the overseas 

borrowers often lack RMB income compared with domestic companies, and they do 

not have high demands for RMB in actual use. The situation greatly affected the 



development of overseas RMB loan business. At present, the main risk avoidance 

method, which our banks provide for overseas RMB loan business is the forward 

exchange settlement with the borrower. But since the RMB forward market is not 

mature enough, and transactions over 1-year period are inactive, the customer’s risk 

avoidance demand cannot be fully met. The above situation also negatively affected 

the promotion of overseas RMB loans. 

6.4.4 Suggestions 

1. Push forward RMB valuation and settlement for bulk commodities in Arab 

League countries.  

Bulk commodities are the leading commodities in international trade and mainly 

include petroleum, steel, non-ferrous metals, ores and bulk agricultural products, 

among which oil trade is the most important, frequent, and typical. One of the reasons 

for the failure of JPY internationalization is that JPY’s functions of valuation and 

settlement in international trade were not fully developed. The USA is a large country 

for oil consumption. It reached an “unshakable” agreement with Saudi Arabia in the 

1970s, which claimed USD as the only pricing currency of oil. Since then, the USA 

has been tightly controlling the valuation and settlement of international oil trade, oil 

finance and many oil producing countries via USD. Although the USA is not an 

OPEC member, it has a great influence on international oil price. Bulk commodity 

trade is the key to currency substitution in the international trade field and has strong 

currency using inertia. Iraq and Iran once tried to valuate and settle oil trades with 

non-USD currencies, but failed due to political turmoil for various reasons. In 2015, 

China and Russia successfully tried RMB settlement for oil trades. In 2016, China 

surpassed the USA as the largest oil import country. Taking this as a good starting 

point, China is supposed to make use of its comprehensive advantages in investment 

and financing, vigorously push forward RMB valuation and settlement for bulk 

commodities such as oil in countries along the B&R like Saudi Arabia and Egypt, 

gradually boost the use of RMB in international trade, and realize the function of 

RMB in internationalization. 

 

2. Speed up to set a RMB system for crude oil. 

To implement RMB settlement for oil, our country should not only have strong 

oil demands, but also have a significant voice in the oil pricing system, which 

depends on a complete crude oil futures transaction system. Although our country still 

has some problems in oil pricing in relevant markets, which could not quite 

objectively reflect the supply and demand relationship in the market, and our country 

does not have the corresponding foreign exchange, currency and derivative 

transaction markets, our country should start the process of RMB settlement as early 

as possible with a primary purpose of promoting the market efficiency, enabling the 

buyer to obtain a reasonable price and the seller to boost supply efficiency, achieve 

effective international price comparison, and finally connect with the international 

crude oil transaction system so as to achieve the goal of RMB settlement for oil. 

 

3. Set up more RMB liquidation banks.  

At present, our country has set up RMB liquidation banks in Qatar and proposed 

to set up a liquidation center in the UAE. RMB payment has made great progress in 

Arabic countries in the Middle East, but it still has huge potential in the North Africa. 

Egypt imports large quantity of commodities from China each year. China’s volume 

of exports to Egypt in 2016 was 10.78 billion USD. Egypt is China’s third largest 



trading partner in Africa, and by setting up RMB liquidation banks in Egypt, we could 

more effectively push forward RMB internationalization in Arabic countries in North 

Africa. Additionally, China mainly exports mechanical and electrical products and 

automobiles to Egypt. Since China has certain technical advantages, it should have a 

stronger voice in the selection of payment currencies. Plus Egypt is short of foreign 

exchanges, setting up RMB liquidation banks or encouraging more Egyptian banks to 

connect to the RMB settlement system could help facilitate RMB payment in China-

Egypt trade, and therefore reduce the foreign exchange reserve pressure of Egypt. 

 

4. Set up bank cooperation organizations in Arab League countries.  

The internationalization processes of GBP, USD, JPY and EUR were all 

inseparable from the close cooperation of banks of various countries centering on 

their domestic banks. Therefore, the key to pushing forward RMB internationalization 

through B&R initiative is to create an RMB-centered regional currency cooperation 

system with extensive participation of countries along the B&R. Arab League 

countries have a solid foundation for political and economic cooperation with China, 

and have high expectations for Chinese investment, trade and capital. China should 

seize the good opportunity at present and drive the setting up of bank cooperation 

organizations in Arab League countries in order to create an RMB-centered regional 

currency cooperation system with extensive participation of banks of Arab League 

countries, to facilitate investment, financing and trade cooperation along the B&R, 

and accelerate the process of RMB internationalization. 

 
5. Solidify policy communication results with cooperation agreements.  

A currency’s leading position in overseas investment and trade is the precondition 

for its internationalization. China should strengthen policy communication with Arab 

League countries, facilitate trade and investment, solidify work results in the form of 

legal documents, and enter into agreements which facilitate free trade and investment 

cooperation in order to lay a solid policy and legal foundation for RMB 

internationalization and better implement RMB’s functions of valuation, settlement, 

trade and reserves. In recent years, Chinese government has signed economic and 

trade cooperation agreements with governments of 30 countries, and China’s Ministry 

of Commerce, relevant departments of 60 countries and international organizations 

co-issued the cooperation initiative for facilitating B&R trade during the B&R 

summit. On this basis, China should continue to push forward economic and trade 

cooperation with Arab League countries, enter into bilateral or multilateral free trade 

and investment cooperation agreements, and encourage RMB’s use in investment and 

trading activities. 

 

6. Push forward overseas RMB loans.  

Wen Yuan (2017) classified prospective borrowers for overseas RMB loans into 

four categories: currency authorities, fiscal authorities, financial institutions and 

companies, and classified the foreign countries into four categories: surrounding 

countries, aid receiving countries, resource countries and developed countries. In the 

above classification, Arab League countries are between the resource type and 

developed type, and due to the special geographical location of the Middle East, they 

also have the characteristics of surrounding countries. Therefore, we should pay 

special attention to the currency authorities, financial institutions and local companies 

while pushing forward overseas RMB loans in Arab Leagues countries. The first 

RMB loan in Egypt, i.e. the cooperation of RMB 260 million loans between China 



Development Bank and SAIBANK, and the memorandum of understanding for RMB 

loan cooperation between Banque Misr and China Development Bank indicated the 

demands of financial institutions and currency authorities in this respect. According to 

survey results, Chinese companies in Arab League countries and Chinese companies, 

which have trade contacts with Egypt have strong demands for RMB settlement. And 

these Chinese companies often have technical advantages over Arab countries; 

therefore the Arab countries are willing to pay with RMB in relevant industries and 

fields. Our country could promote credit business for buyers at appropriate times, and 

grant RMB credit to Arabic companies which import products from China, and satisfy 

the demands of both Chinese and Arab companies. 

 

7. Cultivate RMB’s functions for investment and foreign exchange reserve by 

currency swaps.  

In history, the British central bank effectively solved GBP’s credit crisis through 

currency swaps and cooperation. Japan constructed a regional currency cooperation 

framework in the East Asia district through currency swaps and cooperation. So far, 

People’s Bank of China has signed bilateral domestic currency swap agreements with 

central banks of more than 21 countries and regions along the B&R, with a total scale 

of over 3 trillion RMB. The currency swap agreements signed between China and 

Arab League countries will not only provide capital liquidity support for both China 

and Arab League countries, but promote RMB as the bilateral trade settlement 

currency, promote direct investment and financial asset investment valuated in RMB, 

and hence encourage the Arab League countries to increase RMB exchange reserves. 

Reserve currency refers to assets and deposits valuated in a foreign currency and are 

mainly held by the government or official institutions as foreign exchange reserves. In 

September 2010, the central bank of Malaysia purchased RMB bonds with a value of 

10 billion USD in Hong Kong as its foreign exchange reserve, and it was the first time 

for RMB to become a reserve currency in the central bank of another country. By 

December 2016, RMB assets has accounted for 1.07% in IMF’s database of official 

foreign exchange reserve currencies, and at least 40 countries and regions included 

RMB as a reserve currency by different methods. In recent years, Arab countries such 

as Egypt are seriously lacking USD liquidity; therefore they have a strong demand for 

our country’s capital liquidity support. Motivating Arab League countries to increase 

RMB exchange reserves through currency swaps is an effective market operation 

method. 

  



7. Production Capacity Cooperation between China and BRI 

Developing Countries 

BRI is an open and inclusive cooperation platform, “open to all friends, no matter 

where you come from, can become a partner of BRI to build international 

cooperation”. Currently, more than 100 countries and international organizations have 

participated, including many developing countries. Industry is the foundation of the 

economy, and the weak industrial capacity results in the weakness of a large number 

of developing countries. China’s production capacity cooperation (PCC) with the 

southern countries along the B&R satisfies the urgent needs of the industrialization 

and urbanization of the southern countries, and is also conducive to improve China’s 

industrial competitiveness and the ranks of the world’s manufacturing powers. 

7.1 Concept and Significance of Production Capacity Cooperation 

7.1.1 Its Concept and Connotation 

 

1. Conceptual issues 

There is no unified concept definition for international production capacity 

cooperation currently in academia. Scholars generally believe that international 

production capacity cooperation is a joint operation of capacity supply and demand 

allocation between two countries or regions where there is willingness and need60; is 

the transfer and allocation between the two countries, is a kind of cooperation mode in 

which the inter-industry exchanges between countries or regions are 

complementary61; is a new model of international economic cooperation combining 

international industrial transfer and foreign direct investment 62 . International 

production capacity cooperation includes product output and industrial output, as well 

as the output of various factors such as capital, technology, talents, and management 

experience. International production capacity cooperation is a combination of 

“industrial output” and “capabilities output”. It is to export China’s “industry as a 

whole to different countries, and at the same time help these countries to establish 

more complete industrial systems and manufacturing capabilities”63 , which is the 

economic strength and accumulated successful experience gained in the development 

of 40 years. It helps to achieve a mutually beneficial and win-win common 

development of major initiatives through the economic cooperation with relevant 

countries. 

The Chinese government believes that international production capacity 

cooperation is based on promoting the upgrading of China’s economy and efficiency, 

taking enterprises as the mainstay, taking mutual benefit and win-win as the guide, 

building production lines, building infrastructure, and developing resources and 

energy as the main content, through direct investment, project contracting, technical 

                                                        
60  Guo Chaoxian, Deng Xueying, Pi Siming. Current Situation, Problems and Countermeasures of capacity 

cooperation in the BRI. China Economic Watch, 2016(6). 
61 China National Academy of Social Sciences National Global Strategy Think Tank. China and the World in 2016, 

Beijing: Social Sciences Academic Press, November 2017. 
62 Xia Xianliang. Constructing the BRI International capacity cooperation System and Policy System. International 

Trade, 2015(11): 26 pp. 
63 National Development and Reform Commission. the Guiding Opinions of the State Council on Promoting 

International Capacity and Equipment Manufacturing Cooperation. Chinese government website, 

http://www.gov.cn/xinwen/2015-05/20/content_2865242.htm 



cooperation, equipment export and other forms, to optimize the layout of production 

capacity of Chinese enterprises and to improve the foreign economic activities of the 

industrial development level of the partner countries64. In October 2013, Premier Li 

Keqiang visited Thailand and mentioned “ capacity cooperation” for the first time 

when he talked with Thai Prime Minister Yingluck about the “high-speed rail for rice 

project”65. International production capacity cooperation has surpassed the traditional, 

single international division of labor model represented by international trade, 

international investment and international technology flows. It has a transnational 

cooperation model that spans national geographic boundaries, including product 

division and cooperation, consumer markets and production factor markets. 

In 2015, the State Council issued the Guiding Opinions of the State Council on 

Promoting International Capacity and Equipment Manufacturing Cooperation, 

proposing the basic principles of international production capacity cooperation 

“enterprise-led, government-driven, focused, orderly promotion, focusing on 

effectiveness, mutual benefit and win-win, active and stable, and prevention and risks 

control”. The key industries have clarified as steel, nonferrous metals, building 

materials, railways, electric power, chemicals, textiles, automobiles, communications, 

engineering machinery, aerospace, marine and marine engineering for international 

capacity cooperation in China. It is proposed to focus on the five key points of 

industry, country, project, enterprise and province with the overseas industrial 

agglomeration area as the carrier, and promote international production capacity 

cooperation in accordance with the principle of “business leading, market operation, 

government promotion and financial support”. 

International production capacity cooperation is an important way and major 

measure to jointly build the B&R. The international production capacity cooperation 

aims to give full play to China’s comprehensive advantages in equipment, technology 

and capital, and other comparative advantages to meet the supply and development 

demands of China and countries along the B&R, to jointly develop the real economy, 

build infrastructure, achieve complementary advantages, mutual benefits and win-win 

and common development. Since the introduction of BRI, China has taken it as the 

guide, adheres to the principle of mutual cooperation, joint construction, and sharing, 

and adheres to the principle of corporate main body, green and orderly, open balance, 

mutual benefit and win-win, actively carrying out international production capacity 

cooperation with the southern countries along the B&R and achieved fruitful results. 

 

2. Mechanism of production capacity cooperation  

The first is the bilateral cooperation mechanism. That is, by strengthening the 

development planning of the national level along the BRI and complying with the 

development needs of the partner countries, a cooperation agreement between the two 

parties will be reached. Through the signing of production capacity cooperation 

agreements with the partner countries, bilateral mechanism-based production capacity 

cooperation will be carried out, and bilateral cooperation steering committees and 

working groups will be set up to promote key projects. 

The second is a third-party cooperation mechanism. Through the cooperation 

agreement between China and the developed countries, jointly promote the capacity 
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building projects of the third party in the markets of the southern countries along the 

BRI. This model helps to complement China’s production capacity advantage with 

the technological advantages of developed countries and jointly promote the 

development of third-party countries. 

The third is the multilateral cooperation mechanism. Fully rely on the existing 

multilateral cooperation mechanisms between China and relevant countries and 

regions, such as the Shanghai Cooperation Organization, APEC, existing bilateral and 

multilateral free trade agreements, etc., and promote production capacity cooperation 

process of relevant countries with the help of existing and effective regional 

cooperation platforms.  

The fourth is the multi-level linkage working mechanism. That is to establish a 

linkage coordination mechanism between various departments of the central 

government, local governments, embassies, industry associations, various enterprises 

and financial departments, and build a working mechanism that uses all parties to 

work together and fully integrate and mobilize all aspects to promote international 

production capacity cooperation.  

7.1.2 Theoretical Argument for production capacity cooperation 

In the era of economic globalization, the correlation between industrial 

developments among countries in the world has continuously increased. Countries 

have adopted multinational corporations as the main carrier, through the large-scale 

international industrial transfer, making the globalization of resource allocation and 

product production and exchange become the dominant trend of global economic 

development. In order to achieve the adjustment of industrial structure and improve 

the international competitiveness of the industry, since the 1960s, the manufacturing 

industries of the United States, Japan and other developed countries have gradually 

shifted outward. 66  At present, China’s BRI international production capacity 

cooperation is actually in line with the development trend of economic globalization 

and international industrial transfer. By optimizing resource allocation on a global 

scale, international production capacity cooperation gives full play to the comparative 

advantages of countries and helps realize a reality of win-win cooperation situation. 

 

1. Theory of Comparative Advantages 

Based on Smith’s theory of absolute advantage, Ricardo proposed the theory of 

comparative advantage. Ricardo pointed out that the factor determining international 

trade is the relative labor cost of producing goods in two countries. Judging from the 

degree of economic development, there are not only developed countries along the 

BRI, but also emerging developing countries and a large number of countries that 

have not yet undergone industrialization, the comparative advantages vary greatly. 

Among the countries along the BRI, Russia, Central Asia, the Middle East and other 

countries are rich in resources, and the strategic resource reserves such as crude oil 

and minerals are huge. In East Asia, the manufacturing capacity is outstanding, the 

industrial categories are complete, and the technology is relatively advanced; the 

Central Asian and South Asian countries have abundant labor resources and have 

started in labor-intensive manufacturing industries; in West Asia, the resources for 

mining and deep processing are relatively strong; the inland areas of the Silk Road 

mainly produce fossil fuels, metal minerals and products, and imports infrastructure 
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equipment, electronic appliances, industrial finished products and daily consumer 

goods. Corresponding to inland areas, East Asia, Southeast Asia and other regions that 

are relatively fast-developing mainly export industrial products such as electronic 

appliances, machinery, equipment and transportation, and import primary products 

such as oil and gas, metal raw materials and plastic chemicals. It can be seen that the 

comparative advantages of the countries along the BRI vary greatly, and there is a 

great potential for promoting international production capacity cooperation. 

 

2. Global Value Chain Theory 

Professor Michael Porter of Harvard Business School first proposed the concept 

of value chain in his book Competitive Advantage in 1985.67 When analyzing the 

company’s behavior and competitive advantage, Porter breaks down the company’s 

overall business activities into separate and specific activities, which are divided into 

different links and have different natures and roles. Because every activity creates 

value, Potter calls these activities value creation activities. He believes that a series of 

processes, from design and production to final sales and distribution, each product has 

a product value, and all the values formed by the production and service are 

connected to form a value chain. In the process of researching the value chain, Kogut 

(1985) clearly stated how the various links of the entire value chain can be allocated 

between different countries and regions depending on their comparative advantages; 

The competitiveness of a company or region determines which segment of the value 

chain and technology should be used by the company to ensure its competitive 

advantage. Krugman proposed the concept of a global value chain in 1995 and studied 

new trends in international trade. He found that many producers cut the value chain 

and then spread the different production processes to different countries, resulting in 

the emergence of a group of super-traded countries. In these countries, trade accounts 

for a very large proportion of GDP. The global value chain mainly refers to the value-

added income that each country receives in the global production network due to 

activities carried out at specific production stages. The distribution of global value 

chains is global, with many countries involved, and each country completes the 

production and value-added of some products. The resulting international trade is 

intra-product trade and intra-value chain trade. The international capacity cooperation 

between China and the South is actually continuously improving the global value 

chain in which the South countries participate. A reasonable global value chain 

enables enterprises to optimize the allocation of resources globally, increase corporate 

profits and promote the economic development of host countries and home countries. 

 

3. Marginal Industry Transfer Theory 

Japanese scholar Kojima clearly elaborated the theory of marginal industrial 

expansion in the book Foreign Direct Investment in 1978. Kojima analyzes foreign 

direct investment from the perspective of the comparative cost of international 

division of labor, and thinks the theory of marginal industrial expansion has become 

the cornerstone of Japan’s foreign industry transfer. He believes that with the increase 

in labor costs, Japan’s labor-intensive industries are at a relatively inferior state 

compared to developing countries and become “marginal industries”. Foreign direct 

investment should be carried out from the country’s already or nearly a relatively 

inferior industry, which is also called marginal industry. In terms of location choice, 

Kojima believes that Japan’s foreign direct investment should be selected in a lower-
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level country or region in the international division of labor, that is, developing 

countries, so that it is easy to find a foothold and occupy the local market. At the same 

time, according to the dynamic changes of comparative costs, the technology of small 

gaps and easy-transfer should be carried out in order to achieve the purpose of 

occupying the market. 

In the 1960s and 1970s, in order to alleviate the overcapacity of domestic 

manufacturing industry, Japan adopted a trade-oriented strategy based on comparative 

advantage, investing in developing countries and regions, and gradually shifts 

outward the disadvantaged industrial sectors. After the mid-1980s, traditional 

Japanese manufacturing companies accelerated the pace of overseas investment, 

investing in Asian Tigers, East Asia and other countries and regions, and transferring 

excess capacity overseas. In the process of foreign investment, Japan has formed a 

vertical division of labor between itself and the investment country, which has driven 

the export of domestic technology and equipment. At the same time, under the 

influence of large-scale overseas investment, Japan’s manufacturing structure had 

undergone major changes, and an industrial structure centered on heavy chemical 

industry had been established. Kojima believes that the purpose of Japan’s labor-

oriented investment is not to achieve import substitution, but to establish an export 

base. Japan’s industrial transfer is mainly based on natural resource orientation and 

low-cost orientation. On the one hand, due to the scarcity of resources in Japan, the 

development of overseas resources is the purpose of Japan’s foreign investment. On 

the other hand, along with the rapid economic growth, Japan’s domestic labor costs 

are rising relative to capital; at the same time, traditional labor-intensive industries are 

often transferred overseas to have labor costs due to the introduction of large capital 

and knowledge-intensive products. Advantageous countries carry out production. The 

transnational transfer of the industry is from low to high, starting with textiles and 

clothing, followed by the steel industry, once again TV sets, video recorders, and then 

high-definition televisions.  

Through the BRI, China has increased its international production capacity 

cooperation with the South countries and transferred its “marginal industry” of which 

China has lost its comparative advantage to the vast number of developing countries, 

effectively solving the problem of overcapacity in some domestic industries and 

helping to promote domestic industrial structure transformation and upgrading. And 

the southern countries can learn from their experiences and promote their own 

industrial development in the process of undertaking China’s industrial transfer. 

7.1.3 The Practical Significance of Production Capacity Cooperation 

In 2017, the 19th National Congress of the Communist Party of China put 

forward a major historic judgment on the socialism with Chinese characteristics 

entering a new era. Under the new historical conditions of building a new pattern of 

opening up to the outside world and unremitting struggle for the Chinese nation’s 

great rejuvenation, it is of great practical significance for China and developing 

countries to increase international production capacity cooperation. 

 

1. Conducive to the Construction of a South-South Destiny Community 

In 2011, the Chinese government announced: “Countries with different systems, 

different types, different stages of development are interdependent, interests blended, 

forming community of destiny of ‘you have me and I have you’. Human beings can 

no longer afford the world war. The confrontation between the major powers and the 

whole country would result in two losses” in the white paper of the Peaceful 



Development of China for the first time. On December 5, 2012, General Secretary Xi 

Jinping re-emphasized the concept of community of density in the Great Hall of the 

People with representatives of foreign experts working in China. In the speech of the 

Moscow Institute of International Relations in March 2013, General Secretary Xi 

clearly explained to the world: “Countries are more interconnected and 

interdependent in the world, and human beings live in the same global village in the 

same time and space where history and reality meet, it is becoming more and more a 

community of destiny for you and me.” 

China and other southern countries share common historical experiences, 

common development aspirations, and common strategic interests. Thus, they have a 

broad base of cooperation and are more likely to become a “community of destiny”. 

Since the founding of New China in 1949, China has always adhered to the 

“developing countries” position. In the report of the 19th National Congress of the 

Communist Party of China, General Secretary Xi Jinping clearly pointed out that 

“China’s international status as the largest developing country in the world has not 

changed”. Although China’s economy has continued to develop in recent years, its 

international status has increased significantly, and its international influence has 

grown, but it has never changed the attributes of China’s developing country. China’s 

development has won the support of the vast number of developing countries. At the 

same time, China’s development has also continually returned to developing countries 

and seeks to drive the development of developing countries. The space for 

cooperation between China and developing countries is still very large. Mutual 

support and win-win cooperation are still in the common interests of China and 

developing countries. 

The international production capacity cooperation in BRI is an important carrier 

for China and the developing countries to build a “South-South community of 

destiny”. In September 2015, Xi Jinping attended the SSC Roundtable at the United 

Nations Headquarters in New York and pointed out that “SSC helps us to open up a 

new road of development and prosperity. SSC is a cooperation of equality and mutual 

trust. It insists on the five principles of peaceful coexistence in politics, insists that all 

countries and small countries are equal, will not interfere in each other’s internal 

affairs, and respects the independent development path of each country. 

Economically, don’t have imposition and take advantage when others are in distress, 

and no political conditions are attached.” Through production capacity cooperation, 

China can use its superior production capacity to help developing countries 

continuously improve their industrial base, promote their own economic development, 

benefit the people of developing countries, achieve mutual benefit and win-win 

results and form a community of destiny. 

 

2. Conducive to Promoting the Reform of the Global Governance System 

Due to historical reasons, China and the vast number of developing countries 

have very limited and not valued voices in global governance and the international 

system. This makes the current global governance dominated by developed countries 

such as the United States and Europe. The southern countries and the northern 

countries live together in a global village. The perfection of global governance cannot 

be separated from the active participation of the vast number of developing countries. 

The key to the reform of the international system is to enhance the status of 

developing countries in the world, which needs China and the developing countries to 

work together and speak in the same voice to express the aspirations of the vast 

number of developing countries. 



Developed countries have dominated the global industrial division of labor based 

on their own advantages in technology and capital. In order to consolidate its high-

end status in the global industrial chain, developed countries have placed the majority 

of developing countries in a subordinate position in the global industrial division of 

labor, which has formed the “central-periphery” international division of labor. This 

pattern of division of labor is one of the important reasons why many developing 

countries are facing development difficulties and the serious imbalance of the global 

economy and the widening gap between the North and the South. 

Since the global financial crisis in 2008, emerging economies such as China have 

played a key role in promoting global economic growth and have improved their 

international status in the world. In the process of international production capacity 

cooperation with developing countries, China has played a leading role in the 

economic development between developed countries and developing countries, 

combining high-end technologies from developed countries with China’s strong 

manufacturing capabilities to provide developing partner countries with cost-effective 

capacity projects, reliable and reasonable financing support and enable the developing 

countries to gradually integrate into the global division of labor, which is conducive to 

continuously improve the overall voice of the southern countries. China’s BRI will 

help to improve the open, inclusive, mutually beneficial and win-win global economic 

governance system, and help to implement the global governance concept of sharing 

and building. 

 

3. Conducive to Promoting the Economic Development of Southern Countries 

At present, developing countries are generally faced with development 

difficulties. The shortage of infrastructure such as roads, bridges, terminals, power 

plants and communication networks has become an obstacle to further economic 

development. The developing countries generally lag behind in industrial 

development and always have a single industrial structure, lack the dominant pillar 

industries that drive the development of the national economy. In contrast, China has 

developed a relatively complete industrial system after 40 years of reform and 

opening up from an agricultural country, which was “poverty and blankness” at the 

beginning of the founding of the People’s Republic of China, and gradually 

accumulated a wealth of rich experience in industrial development, and constantly 

improved policies to promote economic development and the legal system. There are 

many advantages and excess capacity of China at present; these production capacities 

are also in short supply in the developing countries along the BRI. They are industries 

that are necessary and urgently needed for industrialization and urbanization in 

developing countries. The supply and demand for production capacity cooperation 

between the two sides is very compatible. 

As a responsible big developing country that maintains world peace and 

international justice, China has always attached great importance to helping the post-

development countries. Developed countries often attach harsh conditions to foreign 

aid and cooperation, and China’s SSC has always adhered to the implementation of 

the correct concept of justice and benefit, seeking domestic interests while taking into 

account the legitimate concerns of other countries, promoting the common 

development of the countries of cooperation in the development of itself. 

China’s complete industrial system and strong production capacity have laid a 

solid material foundation for China and South-South Economies capacity cooperation. 

Although China’s manufacturing industry is still at the middle of the global value 

chain, there is still a certain gap between the overall level and developed countries. 



However, compared with the vast number of developing countries and regions, the 

technical level and industrial supporting capacity of China’s manufacturing industry 

have obvious advantages, which can provide more suitable applicable technologies 

and complete sets of equipment for developing countries, and better match the 

realistic needs of southern countries to actively promote industrial development. For 

the vast number of developing countries, China promotes international production 

capacity cooperation and transports the funds, high quality and practical industrial 

equipment and infrastructure projects urgently needed for industrialization process to 

countries in Asia, Africa and Latin America.68  China builds industrial cooperation 

parks on the spot in these countries, helps the developing countries to break through 

the bottleneck of industrialization and achieve the goal of improving the development 

capability and implement the development concept of BRI cooperation and win-win 

at the practical level. In the process of undertaking China’s production capacity, the 

vast number of developing countries will be able to embark on the rapid 

industrialization development path and improve their economic development level on 

the basis of learning China’s successful development experience. 

 

4. Conducive to Enhancing China’s Industrial Competitiveness 

China’s efforts to increase production capacity in the southern countries along the 

BRI will not only benefit the economic development of the southern countries and 

accelerate their pace of modernization, but also facilitate the transformation and 

upgrading of China’s industrial structure and move toward the high-end of the global 

value chain. 

Since the financial crisis in 2008, the world has entered the restructuring period 

of the industrial chain and value chain, and industry has been re-arranged on a global 

scale. Developed countries have strengthened their emphasis on the development of 

the real economy and attracted the return of high-end manufacturing through the re-

industrialization strategy and the formulation of international economic and trade 

rules. At the same time, developed countries have further promoted the integration of 

service value chains and manufacturing value chains, and continuously strengthened 

their competitive advantages, leading to the gradual return of high-end manufacturing 

and capital to developed countries represented by the United States. On the other 

hand, developing countries represented by India, Brazil and Malaysia actively 

participate in the global division of labor, rapidly develop and seize the low-end 

manufacturing industries due to cheap labor costs and resource costs, and have 

embarked on the road of export-oriented development strategies. Faced with the 

double-hit attack of the “high-end blockade” of developed countries and the “low-end 

lock-up” of developing countries, China’s industrial development faces a more severe 

competitive situation. 

On the other hand, China’s current economic development has entered a new 

normal, the economic growth has changed from high-speed to medium-high-, the 

economic structure needs to be further optimized and upgraded, and the growth 

momentum needs to be transformed from factor-driven and investment-driven to 

innovation-driven. At the same time, with the gradual disappearance of China’s 

demographic dividend and the rising average wage level, China’s existing low-cost 

advantages are gradually lost, and it is urgent to cultivate new industrial 

competitiveness with brand, technology and quality as the core. We should make full 

use of the manufacturing advantages of a large domestic market, complete 
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manufacturing sectors, independent and complete industrial systems and strong 

comprehensive supporting capabilities to grasp the opportunities of current 

international manufacturing transfer, to promote international production capacity 

cooperation with developing countries, lay out global industrial chains, promote the 

transformation and upgrading of China’s industrial structure and enhance the overall 

competitiveness of the industry. Thus, get rid of the predicament of “industrial 

isomorphism”, “repetitive construction” and “vicious competition” caused by the 

production mode of “two external”, jump out of the “core-edge” international 

production division model led by the developed countries, realize the complementary 

advantages and optimal allocation of resources among the Southern countries, and 

construct a new model of South-South international production capacity cooperation. 

Industry is the foundation of the economy and the foundation of the country. 

China’s economic development has entered a new normal, and international 

production capacity cooperation with the southern countries along the BRI is an 

important measure to maintain high-speed growth in China’s economy and achieve 

overall industrial transformation and upgrading; It is an important platform for 

implementing the “Made in China 2025” plan to realize the Chinese products, 

Chinese technology and Chinese standards; It is an important way for China to 

participate in the global division of labor and build a platform for China’s 

international production network system; It is also an important way for China’s 

industrial development to move towards the middle and high-end level to achieve 

industrial restructuring and upgrading, to enhance the overall competitiveness of the 

industry, and to achieve a global value chain jump. 

7.2 New Progress of Production Capacity Cooperation  

International production capacity cooperation is an important way to promote 

new type SSC and accelerate the construction of the BRI. With the continuous 

deepening of the construction of the BRI, the production capacity cooperation of 

China and South-South economies has progressed steadily. 

7.2.1 Production Capacity Cooperation Along the B&R 

Since the BRI was put forward, international production capacity cooperation has 

become a diplomatic card for Chinese national leaders. It is not only conducive to 

achieving political consensus efficiently, strengthening bilateral policies and 

measures, but also creating production capacity cooperation for both sides. A good 

atmosphere has played an important role in promoting international production 

capacity cooperation. 

 

1. The cooperation mechanism has been widely established and the consensus on 

cooperation has been deepened. 

The international production capacity cooperation mechanism has been widely 

established and has been continuously incorporated into the institutionalization track. 

At the bilateral level, China has signed relevant documents on production capacity 

cooperation along with more than 30 countries along the B&R such as Kazakhstan 

and Malaysia, and related country docking plans and projects to jointly cooperate 

among enterprises. At the multilateral level, China actively participates in and leads 

regional and sub-regional cooperation, promotes the publication of the Joint 

Statement on China-ASEAN production capacity cooperation and the Joint Statement 

on National production capacity cooperation with Lancang-Mekong Countries and 



other important documents to jointly plan production capacity cooperation and major 

projects with relevant countries, accelerating the formation of an open, inclusive and 

multi-win cooperation pattern.69 

From May 14th to 15th, 2017, the first BRI International Cooperation Summit 

was held in Beijing, marking the BRI from “Vision and Initiative” into a new stage of 

further progress. The forum made a top-level plan for the future cooperation path of 

BRI, which gathered the consensus of cooperation and development among countries 

along the B&R, and showed the world the glorious prospect of China’s peaceful and 

friendly common development and prosperity, and finally harvested more than 270 

achievements. By the end of 2017, China has signed 100 BRI cooperation documents 

with 86 countries and international organizations. A large number of important 

projects have been launched.70 Among them, China signed about 50 new cooperation 

agreements under the BRI framework in 2017, accounting for nearly half of the total 

number of agreements currently signed. The newly signed agreement has increased 

the number of international organizations by about 20, and the docking with 

international multilateral organizations has been significantly strengthened; more than 

20 new countries along the B&R have been involved, mainly in Central and Eastern 

Europe, Africa and Southeast Asia. By the end of 2017, full coverage of Central and 

Eastern Europe has been achieved. 

At present, the BRI has been closely linked with the China-ASEAN “10+1” 

cooperation framework, the China-Africa Cooperation Forum, and the China-Central 

and Eastern Europe “16+1” cooperation framework. China has already signed 

relevant cooperation documents with Kazakhstan, Czech Republic and Belarus , and 

successively docked the development plans of Laos, Cambodia, Bangladesh, 

Tajikistan, Saudi Arabia, Poland, Hungary and other countries. 

On February 24, 2017, the Ministry of Commerce of China and the Ministry of 

Trade and Industry of the Philippines jointly organized the “China-Philippines 

Economic and Trade Investment Forum” in Manila, the Philippines. Nearly 300 

representatives of government and financial enterprises attended the discussion on the 

promotion of bilateral cooperation. The International production capacity cooperation 

Forum held in the same year and the Ninth China Foreign Investment Cooperation 

Fair also promoted the BRI construction theme, promoted production capacity 

cooperation through innovative investment methods, fostered new advantages, and 

enabled Chinese enterprises to better “going out”. 

On March 17, 2017, the UN Security Council resolution called on all countries to 

strengthen regional cooperation through the BRI and urged all parties to provide a 

safe and secure environment for the construction of BRI, to strengthen the strategic 

docking of development policies, and to promote pragmatic and pragmatic 

cooperation. On March 24, 2017, the lead agencies of China, Mongolia and the 

Russian Federation held the Outline for the Construction of China-Mongolia-Russia 

Economic Corridor in Beijing to promote the implementation of the working group 

meeting. The three parties exchanged in-depth views on the establishment of relevant 

mechanisms to promote the implementation of the planning framework and the 

selection of lists of priority projects, which laid the foundation for deepening practical 

cooperation under the framework of the construction of the economic corridor 

between China, Mongolia and Russia. 
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In November 2017, at the BRI forum in Tbilisi, Kazakhstan’s Deputy Prime 

Minister Dosayev hoped to continue to strengthen the interface between the BRI and 

the new economic policy “Bright Path” of the Kazakhstan; Slovenia’s deputy prime 

Minister and Foreign Minister Erjevic expressed he would respond positively to 

President Xi Jinping’s initiative to integrate the “16+1” cooperation between China 

and Central and Eastern Europe into an important bearing for the integration of the 

BRI into the European economic circle. 

At the 4th World Internet Conference held on December 3-5, 2017, 

representatives from China, Egypt, Laos, Saudi Arabia, Serbia, Thailand, Turkey, 

United Arab Emirates and other countries jointly launched the BRI Digital Economy 

International Cooperation Initiative, and proposed 15 specific initiatives in the areas 

of broadband access, digital transformation and e-commerce, determining the plan to 

work together to build a community of cyberspace destiny in specific areas. 

During the third meeting of the China-Ukraine Intergovernmental Cooperation 

Committee on December 5, 2017, the Ministry of Commerce and the Ministry of 

Agriculture of China and the Ministry of Agriculture Policy and Food, Ministry of 

Economic Development and Trade of Ukraine signed the China-Ukraine Investment 

Cooperation Plan. In accordance with the principle of “government guidance, market 

operation, and enterprise main body”, the two sides will encourage enterprises to 

carry out agricultural investment cooperation through various means, promote major 

projects, and continuously improve the level of agricultural investment cooperation 

between the two countries. 

On December 18, 2017, the China-Pakistan Economic Corridor Vision (2017-

2030) was released. This is a national-level plan approved by the two governments. It 

is jointly prepared by the relevant departments of the two governments and connects 

China’s national development plan and local planning with Pakistan’s “Vision 2025” 

national development strategy, which is valid until 2030. The key areas of cooperation 

include interconnection, energy, economic and trade cooperation and industrial parks, 

tourism, people's livelihood, financial cooperation, agricultural development and 

poverty alleviation, and civil exchanges and cooperation. 

In addition, the 2017 China-ASEAN Expo was titled “Building a 21st Century 

Maritime Silk Road, Promoting Regional Economic Integration” and set up a BRI 

zone to invite companies from related countries to participate. The Albanian Institute 

for Cooperation and Development and the China-Middle and Eastern Europe Think 

Tank Network jointly organized a roundtable meeting on “Sino-Arab cooperation 

under the framework of ‘One Belt and One Road’ and ‘16+1’” cooperation in Tirana. 

BRISME International Cooperation Summit Forum, the 21st Soft Expo, BRI Software 

Industry Summit Forum, the third China-Russia SME Industry Forum, China-Russia 

raw materials Work Conference, electronic Information Industry International 

Cooperation forum, 2017 China-Africa production capacity cooperation exhibition 

will also take BRI as an important issue. 

 

2. Production capacity cooperation is progressing steadily, and the proportion of 

investment along the B&R is increasing 

Due to external environmental reasons, China’s non-financial foreign direct 

investment in 2017 totaled US$120.08 billion, decreased 29.4% year-on-year. From 

the perspective of industry distribution, the flow to the manufacturing industry was 

US$19.12 billion, decreased 38.4% year-on-year, accounting for 15.9%, of which the 

equipment manufacturing industry was US$10.84 billion, decreased 39.3% from the 



previous year, accounting for 56.7% of manufacturing foreign investment.71 

In the same period, the total investment of Chinese enterprises in the BRI 

decreased only slightly compared with the previous year. The non-financial direct 

investment in the 59 countries along the B&R was US$14.36 billion, decreased 1.2% 

year-on-year. Compared with the decline in China’s total foreign investment, the 

decline in investment along the B&R is basically negligible. Moreover, in 2017, non-

financial foreign direct investment of Chinese enterprises along the B&R accounted 

for 12% of China’s total non-financial foreign direct investment in the same period, 

increasing 3.5 % over the previous year.72 

In 2017, non-financial foreign direct investment of Chinese enterprises along the 

B&R mainly flowed to Singapore, Malaysia, Laos, Indonesia, Pakistan, Vietnam, 

Russia, UAE and Cambodia. And 6 new investment country targets were added in 

2016. In 2017, China implemented 62 mergers and acquisitions in the countries along 

the B&R, with a total of investment US$8.8 billion, increasing 32.5%. CNPC and 

China Huaxin invested US$2.8 billion to jointly acquire a 12% stake in Abu Dhabi 

Oil Company of the United Arab Emirates, which was the largest overseas M&A 

project of BRI in 2017.73 

 

Table 7.2.1-1 Non-Financial Foreign Direct Investments of Chinese Enterprises along 

the B&R 
Unit: Billion Dollars, % 

 Non-financial Foreign 

Direct Investment 

BRI Non-financial Foreign 

Direct Investment 
Proportion 

2016 170.11 14.53 8.5% 

2017 120.08 14.36 12% 

Source: Ministry of Commerce website 
 

In 2017, the “One Belt ad One Road” international production capacity 

cooperation has gradually changed from a single project cooperation and enterprise 

cooperation to an intensive, clustered and diversified cooperation mode. With 

overseas economic and trade cooperation zones, China’s domestic border cooperation 

zones, and cross-border border economies, the cooperation of the parks represented 

by the cooperation zones has become an important carrier for the international 

production capacity upgrade. In 2017, Chinese enterprises continued to promote the 

construction of 75 overseas economic and trade cooperation zones along the BRI 

countries, with a cumulative investment of more than US$27 billion and US$2.2 

billion in taxes paid to the host country, attracting nearly 3,500 enterprises into the 

region, creating nearly 210,000 jobs locally. Among them, the new state-level 

overseas economic and trade cooperation zone reached 19, mainly in Central Asia, 

Southeast Asia, Central and Eastern Europe and Africa. 2,330 enterprises were 

admitted to the trade cooperation zone, which was more than doubled from the 

previous year. The enterprises that were stationed in the zone were concentrated in the 

fields of agriculture, home appliances, textiles, trade logistics, building materials, 
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steel, chemicals, machinery, automobiles, minerals and other industries.74 

China-Belarus Industrial Park, China-Malaysia “Double Park” project, Egypt 

Suez Economic and Trade Cooperation Zone and other key overseas economic and 

trade cooperation zones have been rapidly promoted; The key parks like Zhongtai 

Luoyong Industrial Park, China-Kazakh Horgos International Border Cooperation 

Center began to take shape. From January to November 2017, the number of entry-

exit personnel at the Sino-Hahorgos International Border Cooperation Center reached 

5.094 million, increasing 10.7% on year-on-year basis. In May 2017, China and 

Myanmar and Nepal reached a new consensus on the construction of border and 

cross-border economic cooperation zones. In November 2017, the Memorandum of 

Understanding between the Ministry of Commerce of the People’s Republic of China 

and the Ministry of Industry and Trade of Vietnam on Accelerating the Negotiation 

Process for the Construction of the Framework Agreement for the Cross-border 

Economic Cooperation Zone between China and Vietnam was formally signed. On 

September 21, 2017, the BRI International production capacity cooperation industrial 

park Construction Forum was held in Dunhuang. On the forum, Jiugang Group and 

the Jamaica Ministry of Transport and Mining signed the Non-Constrained Intention 

Agreement for the Construction of Jamaica Industrial Park. The Gansu Provincial 

Government SASAC, the China-Africa Development Fund and the CDB Gansu 

Branch jointly signed the Framework Agreement for Promoting Investment 

Cooperation between Enterprises in Gansu Province and Africa. 

In 2017, in terms of foreign contracted projects, Chinese enterprises signed 7,217 

contracts for foreign contracted projects in 61 countries along the BRI. The newly 

signed contracts total amounted to US$144.32 billion, accounting for 54.4% of the 

newly signed contracts for foreign contracted projects in China during the same 

period, increasing 14.5%; the turnover was US$85.53 billion, accounting for 50.7% of 

the total period, increasing 12.6%. Compared with 2016, the scope of cooperation of 

China’s foreign contracted projects in 2017 has not changed. The number of newly 

signed foreign contracted projects has decreased, while the contract amount showed 

an increasing trend, indicating that the average single contract amount for 2017 

foreign contracted projects of Chinese enterprises has increased. In addition, the 

proportion of Chinese enterprises in foreign contracted projects along the B&R 

countries increased significantly in 2017, increasing nearly 3% from the previous 

year.75 

 

Table 7.2.1-2 Foreign Contracting Project of Chinese Enterprises along the BRI 

 

Number of 

Countries 

Participating in the 

OBOR Project for 

Foreign Contracted 

Projects 

Number of 

Contracts for 

New Contracted 

Projects for 

OBOR 

The Contract 

Amount of the 

Newly Signed 

Foreign 

Contracted 

Project of 

OBOR (Billion 

Dollars) 

Proportion 

(%) 

2016 61 8158 126.03 51.6 
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2017 61 7217 144.32 54.4 
Source: Ministry of Commerce website 

 

The international  capacity cooperation financial support for BRI has been 

continuously enhanced. As of May 2018, Silk Road Fund has signed 19 projects with 

a commitment of more than US$7.4 billion. The project covers the key areas of 

China, Russia, Central Asia, South Asia, West Asia, North Africa, Central and Eastern 

Europe and other areas. The field covers energy, electric power, engineering 

machinery, petrochemical, communication networks, marine engineering, 

shipbuilding, and financial cooperation.76 The Silk Road Fund has clearly increased 

its capital by 100 billion yuan, and two new projects were signed in 2017, with a 

commitment of about US$1 billion. In 2017, the China Development Bank and the 

Export-Import Bank provided loans valued 150 billion yuan and 130 billion yuan 

respectively to support the BRI infrastructure construction and production capacity 

cooperation. The National Development and Reform Commission took the lead in 

setting up a Sino-Russian regional cooperation development investment fund with a 

total scale of 100 billion yuan and a first phase of 10 billion yuan, focusing on 

promoting cooperation and development between Northeast China and the Russian 

Far East.77 

In 2017, Henan’s production capacity cooperation is mainly for countries along 

the B&R, focusing on equipment manufacturing, steel, coal, nonferrous metals, 

chemicals, building materials, textiles, food, automobiles and parts and other 

advantageous industries, advantageous production capacity and advantageous 

enterprises. The production capacity cooperation is aimed to promote the 

establishment of production bases, market centers and industrial parks abroad, and 

develop local and third-party markets. At the same time, it explores cooperation with 

central enterprises in overseas institutions to open up convenient channels for 

enterprises in the province to “going out”. In September 2017, relevant departments 

of Henan Province organized provincial enterprises to hold international production 

capacity cooperation docking activities in African countries such as South Africa, 

Ethiopia and Kenya; from September to October, China (Henan)-Russia, Belarus, and 

Finland industrial cooperation docking activities were launched to promote Yulian 

Group, Pingmei Shenma Group and Yutong Group to negotiate and cooperate with 

three countries, and signed a number of cooperation projects. In November, China 

organizes enterprises to participate in the ASEAN (Bangkok)- China Import and 

Export Commodities Fair, and strive to promote a number of companies to implement 

a number of cooperative projects abroad.78 

In 2017, Anhui Province and Russia actively promoted international production 

capacity cooperation. Major cooperation projects such as the Anhui Conch Group 

Ulyanovsk State Cement Plant and the Anhui Sino-Russian Cooperation 

Superconducting Proton Joint Research Center were implemented. In combination 

with the characteristics of traditional industries and advantageous production capacity, 

Anhui has formulated and implemented the Implementation Opinions on Promoting 

International Capacity and Equipment Manufacturing Cooperation in Anhui 
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Province, focusing on the key areas of building materials, automobiles, steel, 

nonferrous metals, engineering machinery and agriculture, and actively carry out 

international production capacity cooperation with countries along the BRI.79 

In 2017, Shanxi Province Key Industry International production capacity 

cooperation Development Plan was released in Beijing, and showed would carrying 

out international production capacity cooperation around equipment manufacturing, 

steel, cement, electric power (mainly thermal power) and coal chemical industry. 

At the same time, China actively set up platforms in the form of forums and 

expositions to promote international production capacity cooperation in 2017. On 

September 7, 2017, the China-Arab National Expo International production capacity 

cooperation Forum was held in Yinchuan. In October 2017, the 14th China 

International SME Expo launched the BRI special action: 2017 Guangdong Tour – 

Walking into the Africa series. In December 2017, the All-China Federation of 

Industry and Commerce and the Central Committee of Small and Medium Enterprises 

of South Korea co-sponsored the China-South Korea Small and Medium Enterprises 

Cooperation and Development Forum. Entrepreneurs and relevant experts and 

scholars from both sides conducted in-depth discussions on the construction of the 

BRI, the interconnection of industrial fields and the cooperation of deep-level 

industrial chains. 

7.2.2 Key Areas of Production Capacity Cooperation  

In 2017, China and the countries along the B&R have made major breakthroughs 

in key areas of production capacity cooperation in the fields of energy generation, 

manufacturing, digital economy and information technology. 

 

1. Cooperation in the Field of Energy Generation 

In December 2016, the National Development and Reform Commission issued 

the 13th Five-Year Plan for Energy Development, which proposed to seize the major 

opportunities of the BRI, promote the interconnection of energy infrastructure and 

increase production capacity cooperation. It proposed to accelerate the construction of 

energy cooperation projects and promote the interconnection of energy infrastructure 

in countries and regions along the B&R, research and promote the construction of 

cross-border transmission channels, actively carry out power grid upgrade and 

transformation cooperation, increase international technical equipment and production 

capacity cooperation, strengthen international cooperation in energy technology, 

equipment and engineering services, deepen cooperation, and promote the digestion, 

absorption and innovation of key technologies,  encourage participation in major 

overseas power projects in various ways, participate in the investment and 

construction of new energy projects in accordance with local conditions, and conduct 

investment, construction and operation of overseas power grid projects in an orderly 

manner80. 

From 2013 to 2017, China’s major power companies signed 494 power-

engineering contracts with countries along the B&R, with a total amount of 

US$ billion 91.2. More than 50 projects with an investment of over US$30 million 

were actually completed, with a total investment of US$8 billion. As of July 2018, the 

Three Gorges Group realized foreign assets of 115 billion yuan, with annual revenue 

of international business of 20 billion yuan and profit of 5 billion yuan. Overseas 
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assets of State Grid Corporation reached US$65.5 billion. Huaneng Group’s overseas 

power generation installed capacity exceeded 10 million kilowatts, and the total assets 

of China Southern Power Grid Corporation, Datang Group and Huadian Group 

reached 43.7 billion yuan, 13 billion yuan and 20 billion yuan respectively81. 

In the past five years, China’s power companies have worked closely together. By 

focusing on the general contracting of EPC (Engineering Procurement Construction), 

China’s power companies have established a whole industry chain, and an 

international production capacity cooperation model of “going out” in capital, 

technology, standards and management. Brazil’s Beautiful Mountain UHV 

transmission projects all adopt Chinese technology and standards. All Greenfield 

development and investment projects of the Three Gorges Group use Chinese 

technical specifications, engineering design, construction, and the mechanical and 

electrical products are all made by China. 

According to incomplete statistics, in the past five years, the cooperation in the 

field of energy and power generation has driven the direct export of China’s power 

equipment to a total of US$6.284 billion, driving China’s technology direct exports of 

US$2.248 billion. Overseas projects have driven the export of power equipment by 

US$17.768 billion, and the exports of technology of US$ 5.122 billion. More and 

more countries welcome “Made in China “,” Constructed by China “and” China 

Service82. 

 

2. Cooperation in the Field of Manufacturing83 

In 2017, BRI production capacity cooperation of China’s manufacturing industry 

progressed smoothly, which greatly promoted China’s export trade development 

along the B&R. In 2017, the total import and export volume of China and the BRI 

countries reversed the negative growth for two consecutive years. The total trade 

volume reached US$1,440.32 billion, which experienced an increase of 13.4% over 

2016 and higher than the overall growth rate of China’s import and export trade by 

5.9 percent, accounting for the 36.2% total volume of import and export trade of 

China84. 

The production capacity cooperation of China’s manufacturing mainly focuses on 

electromechanical products and machine products, namely motors, electrical 

equipment and parts under Chapter 85 of HS Commodity Code; recorders and sound 

amplifiers, television images, sounds record and reproduce equipment and its parts 

and accessories, and nuclear reactors, boilers, machinery, machinery and parts under 

Chapter 84. 

According to the definition of international production capacity cooperation 

introduced above, the output of the industry is often accompanied by product output. 

The production capacity of countries along the B&R is mainly for electromechanical 

products and machine products, which are important production equipment related 

and is often used in the production of related products in countries along the B&R. 

Therefore, in the absence of investment data on the level of BRI related industry, it 

can also be used as an entry point to investigate the production capacity cooperation 
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of the BRI manufacturing industry. 

China’s exports of HS84 and HS85 goods to the BRI countries accounted for 

36.5% of China’s total exports to the countries along the B&R. Among them, the 

goods under the HS85 chapter became the largest category of trade exports and 

imports in 2017. In the same year, China exported the motor and electrical equipment 

and parts under the HS85 chapter to the BRI countries, and the export volume of 

recording and playback equipment, TV images, and sound recording and replaying 

equipment and its parts and accessories reached US$179.88 billion, which has 

increased 15.8% over 2016, accounting for 23.2% of China’s total exports to the BRI 

countries. The exports of telephone, other equipment for sending or receiving sound, 

images or other data (HS8517 mesh) reached US$64.9 billion, accounting for the 

largest proportion, 36.1% of HS85, followed by integrated circuits (HS8542 mesh), 

accounting for 12.6% of HS85. 

In 2017, China’s export amount of nuclear reactors, boilers, machinery and 

machinery and parts (HS84) to countries along the BRI reached US$115.86 billion, 

increasing 9.1% over 2016, accounting for 15% of China’s exports to the countries 

along the B&R. Automatic data processing equipment and its components, other items 

of magnetic or optical readers not listed, machines that transcribe data to data 

recording media in code form, and machines that process such data (HS8471 mesh) 

have exports amount of US$24.9 billion, accounting for the largest share of HS84, 

reaching 21.5%. 

 

Table 7.2.2 Major Manufacturing Goods Exports of China’s Enterprises to 

Countries along the B&R in 2017 

Unit: billion,% 

Regions  
HS84 HS85 

Amount  Growth Rate  Amount  Growing Rate  

Countries along the B&R 115.86 9.1 1798.8 1.58 

Asia Oceania  50.35 8.1 1001.9 1.59 

West Asia  19.36 4.1 210.9 0.92 

South Asia  27.99 23.5 183.0 1.37 

Central Asia  2.39 23.1 -- -- 

Eastern Europe  8.7 11.9 226.6 1.68 

Africa and Latin America  5.46 3.6 61 0.18 

Source: BRI Trade Cooperation Big Data Report (2018). 
 

The target countries of China’s machine and electromechanical manufacturing 

production capacity cooperation are widely distributed in the six major geographic 

sectors of the BRI. Among them, Asia Oceania is the region with the largest 

international production cooperation in machine and electromechanical sector. In 

2017, China’s exports of machine products (HS84) to Asia and Oceania reached 

RMB50.35 billion, increasing 8.1% over 2016, and accounting for 43.5% of the total 

exports of machine products. The export volume of electromechanical products 

(HS85) reached US$100.19 billion, increasing 15.9% over 2016, accounting for 

55.7% of the total exports of mechanical and electrical products to countries along the 

B&R. South Korea is China’s most important export market for electromechanical 

and machine products to Asia and Oceania. China’s exports of electromechanical 

products to South Korea reached US$35.66 billion, increasing 5.5% over 2016, 

accounting for 19.8% of the total export of electromechanical products. China’s 

exports of machine products to Korean amounted to US$11.51 billion, increasing 

16.8% over 2016, accounting for 10% of the total exports amount of BRI machinery 



products. 

South Asia, Central Asia and Eastern Europe are the regions with the fastest 

progress in China’s machine and electromechanical manufacturing capacity 

cooperation. In 2017, China’s export of machinery products to the BRI countries in 

South Asia reached US$18.30 billion, increasing 13.7% compared with 2016. Exports 

of electromechanical products reached US$27.99 billion, increasing 23.5% over 2016. 

China’s exports of machinery and equipment to the BRI countries in Central Asia 

reached US$2.39 billion, increasing 23.1% over 2016. China’s exports of machinery 

products to the BRI countries reached US$20 billion, with an increase of 13.1% over 

2016. And the export amount of electromechanical products was US$22.66 billion, 

increasing 16.8% over 2016. 

 

3. Digital Economy and Information Technology Cooperation 

In July 2017, the State Council issued the Opinions on Strengthening the 

Implementation of Innovation-Driven Development Strategy to Further Promote the 

In-depth Development of Mass Entrepreneurship and Innovation, and proposed to 

launch the BRI digital economy international cooperation initiative to promote the 

communication and cooperation of countries along the BRI in the aspects of digital 

economy. The Implementation Opinions on the Standardization of Industry and 

Communication Industry Service and the BRI Construction proposes to promote 

mutual recognition of China’s standards and international standards and introduce 

China’s advanced technology standards into countries along the B&R to serve the 

economic development of host countries. 

In August 2017, the State Council issued the Guiding Opinions on Further 

Expanding and Upgrading the Information Consumption and Sustaining the Potential 

of Domestic Demand, and proposed to actively participate in the network construction 

of important nations and node cities along the B&R and promote the research and 

experiment of the fifth-generation mobile communication (5G). 

In December 2017, at the 4th World Internet Conference, representatives from 

China, Egypt, Laos, Saudi Arabia, Serbia, Thailand, Turkey, UAE and other countries 

jointly launched the BRI Digital Economy International Cooperation Initiative, and 

proposed 15 specific initiatives in broadband access, digital transformation, e-

commerce and other aspects, determined the plan to work together to build a 

community of cyberspace destiny in specific areas, marking a new chapter in the BRI 

digital economic cooperation. 

In response to the BRI, some companies have taken practical steps. Alibaba 

Group actively participates in the construction of the Digital Silk Road and actively 

promotes the construction of a free trade digital Silk Road to help SMEs around the 

world to participate in international trade. Huawei built the world’s largest and most 

advanced 4.5G network in Turkey; built a leading smart home solution in Belarus; 

built the first nationwide 3G network in Ukraine which allows Ukrainian people to 

experience mobile broadband services; provided the smart yurt mobile broadband 

solution of TV and broadband services to pastoralists on the grassland; built 4G 

networks in villages at an altitude of 3,000 meters in Georgia, allowing people in 

remote villages to get the tool of communicating with the outside world. It can be 

foreseen that with the continuous advancement of the BRI construction, the digital 

economy and information technology will play a greater role in the BRI international 

production capacity cooperation. 

7.3 Contribution, Challenges and Countermeasures of production 



capacity cooperation 

7.3.1 Contribution of Production Capacity Cooperation to the World 

1. The BRI contributes to global governance solution. 

The BRI production capacity cooperation has always adhered to the principle of 

“communicating, building and sharing” and is committed to cooperation and win-win, 

which is the core of China’s participation in the concept of global governance. The 

multi-polarized world pattern of “one superpower and many strong” shows a trend of 

deep development. Emerging economies hope that the global governance system can 

reflect the changes in the international structure and take into account the interests of 

all parties. They hope that they will play role in global governance according to 

economic contribution. However, the global economic governance system has not 

reflected the objective changes in the actual situation, and the progress of relevant 

institutional mechanisms has been slow. In this context, General Secretary Xi Jinping 

proposed the BRI international cooperation initiative to provide reference for global 

governance reform and provide China’s wisdom and solutions. The construction of 

the BRI always follows the existing international economic and financial order and 

the framework mechanism for international cooperation. It is not to reinvent existing 

international rules, nor to establish a new cooperation mechanism, but to supplement 

the existing international mechanisms, which is completely different from the great 

power of the Western countries in the global economic governance to seek control and 

leadership. General Secretary Xi Jinping proposed, “It should be discussed by people 

all over the world to decide what kind of international order and global governance 

system is good for the world and for the people of all countries in the world. It cannot 

be decided by one country or by a few people”85 . The initiative insists that all 

countries are equal, without differences whether the country is big or small, strong or 

weak, rich and poor. It respects the right of people of all countries to choose their own 

development path, do not impose their will on others, and advocate the establishment 

of a global governance model that is fair and reasonable, inclusive and shared86. 

China adheres to the sincere friendship and equal treatment of the countries along the 

B&R in the construction of the BRI. 

 

2. BRI has injected new impetus into the development of the world economy. 

In 2008, the U.S. subprime mortgage crisis triggered a global financial crisis. Due 

to the cyclical, structural, phased, institutional and policy factors, some of the current 

economies are still not completely out of the shadow of the financial crisis. The 

degree of equilibrium in expansion has declined, and the risks to future economic 

growth prospects have increased. In recent years, global trade tensions have 

intensified and the momentum of international economic cooperation has clearly 

weakened. Some Western economies have pursued unilateralism and protectionism 

for their own interests, resulting in insufficient growth momentum in the world 

economy. According to the latest forecast of the World Economic Cooperation and 

Development Organization in September 2018, global economic growth may have 

peaked and the downside risks have increased87. The steady progress of the BRI 
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construction has injected new impetus into the world economic growth. Since the fifth 

anniversary of the initiative, China has signed 118 cooperation agreements with 103 

countries and international organizations88. BRI conforms to the inherent laws of 

international economic development, actively adapts to the new trend of global 

economic cooperation, has gained wide international recognition, and attracted 

worldwide attention in the process of revitalizing the global economy. It is known as 

the “Chinese prescription for solving today’s international economic and financial 

problems”. “The Chinese solution” help solve the current global problem89. 

 

3. BRI improves the North-South imbalance in global economic development. 

The deep-seated causes of the global economic imbalance, and local regional 

conflicts are the imbalance between the North and South of the global economy. In 

recent years, the global economic imbalance has become an important feature of the 

current world economy. The global international division of labor has led to an 

increase in economic dependence among countries, but some Western powers have 

turned to reverse globalization and trade protectionism for their own national 

interests. Many developing countries face the situation of lacking infrastructure, weak 

economic base, and the level of science and technology of them is backward. They 

still have not embarked on the path of industrialization and have not shared the 

dividends that have driven the rapid development of the economy brought about by 

the fourth industrial revolution led by developed countries. The BRI capacity 

cooperation provides financial support for the development of countries and regions 

along the B&R, helps relevant countries improve the infrastructure necessary for 

economic development, widely shares the 40-years successful development 

experience of China’s reform and opening up, and fosters developing countries to 

achieve the endogenous motivation of independent development, helping to narrow 

the gap between the rich and the poor of the North and the South on a global scale, 

and improves the living standards of the people of all countries, which fully meet the 

UN sustainable development goals of eliminating poverty, promoting economic 

growth, and increasing employment. BRI is seeking a way of multilateral cooperation 

to promote the relevant countries to set aside the controversy and focus on the future, 

with peace and development as the top priority, to maintain lasting peace in the region 

through cooperation. 

 

4. BRI actively leads global economic cooperation and provides public goods. 

In recent years, the global economy has shown a stable and positive trend, but the 

differences in economic growth and differentiation between countries have become 

more and more serious, and trade protectionism, isolationism, populism and other 

trends have continued to rise. Under the background that the United States is against 

of the trend of economic globalization, the BRI has become an important platform for 

leading global economic cooperation, promoting economic cooperation and mutual 

benefit for all countries, and actively maintaining an open world economic system. 

On November 17, 2016, the BRI was first written into the 71st UN General Assembly 

resolution. On March 17, 2017, the UN Security Council adopted Resolution 2344, 

calling for the strengthening of regional economic cooperation through the 
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construction of the BRI90. At a time when global economic growth uncertainty is 

increasing, the BRI provides global public goods such as interconnection, financial 

support, common development, and market opportunities to countries that are willing 

to participate in the global cooperation, becoming the “stabilizer” to promote the 

sustainable development of the global economy. China is gradually reducing the 

“deficit” in infrastructure construction in Asia, Africa, Latin America and other 

regions through the concrete advancement of the BRI construction, creating new 

opportunities for the economic development of relevant countries to embark on the 

road of industrialization and modernization. China has initiated the formation of 

international financial institutions such as the Asian Infrastructure Investment Bank to 

provide financial support for investment in national infrastructure and other 

productive areas. In the BRI production capacity cooperation, China has copied its 

own development experience in building industrial parks in countries along the B&R, 

and jointly built industrial parks, economic and trade cooperation zones, border 

cooperation zones with relevant countries to introduce China’s advanced technology, 

management experience and superior products, consolidate the foundation of the 

industrial development of countries along the BRI, and help them learn from the 

development experience of market economies such as Western Europe and East Asia, 

to realize their own economic transformation. China has shared a huge market of 

nearly 1.4 billion people to the BRI and even the world. On November 5 to10, 2018, 

China hosted the first China International Import Expo, hoping to open up the 

Chinese market and drive the common development of all countries in the world. It 

will take concrete action to promote an open, inclusive, tolerant, balanced and win-

win economic globalization and build an open world economy. 

7.3.2 Challenges of Production Capacity Cooperation 

1. The external international environment is complex 

At present, China faces increasing external international environmental 

uncertainty and geopolitical complexity. The Sino-US game has profoundly affected 

production capacity cooperation under the background of the BRI. In December 2017, 

the Trump administration of the United States announced the first national security 

strategy report, defining China as a “revisionist” country, considering China as a 

strategic competitor of the United States, and focusing on strengthening the protection 

of economic interests in the United States on issues such as economy, trade, and 

investment.  

As the United States regards China as a strategic competitor, the United States 

worries that China, as the world’s second largest economy, will threaten the United 

States’ dominant position in global governance and affect its own strategic and 

economic interests. In the future, the Sino-US game may be further intensified. The 

United States is bound to intervene in the construction of the BRI to attract countries 

with production capacity cooperation along the B&R to achieve the goal of cracking 

down on China and curbing China’s rise. In July 2018, the United States and the 

European Union issued a joint statement to launch a new phase of the relationship 

between the United States and the European Union, and launch a strong economic and 

trade cooperation to achieve mutual benefit. The two sides will work together to zero 

tariffs, eliminate non-tariff barriers, eliminate subsidies for non-automotive industrial 

products, and reduce trade barriers and increase trade volume in services, chemicals, 
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pharmaceutical products, and soybeans91. 

The wave of “anti-globalization” has affected the BRI international production 

capacity cooperation. In recent years, influenced by the changes in the political and 

economic situation in Europe and the United States, the trend of “anti-globalization” 

has become fierce92. Trade protectionism has risen globally, trade protection measures 

such as tariffs and non-tariff barriers have escalated, global multilateral economic and 

trade cooperation mechanisms have been sluggish, and various regional trade and 

investment agreements have been fragmented. Most of the countries along the B&R 

are developing countries and underdeveloped countries. Although they have been 

increasing their participation in the international division of labor and gaining the 

economic growth effect of participating in the value chain division of labor, they are 

still generally at the low end in the global value chain, domestic economic structures 

are single, relying heavily on the international market, and greatly affected by the 

changes in international market demand and international commodity prices. Changes 

in the international market downturn, slowdown in world economic growth, and 

fluctuations in international energy prices will directly affect the macroeconomic and 

production capacity cooperation capabilities of China and countries along the B&R. 

And changes in the international external economic environment will have a great 

impact on the BRI production capacity cooperation. 

 

2. International negative public opinion pressure 

Some foreign media that are affected by factors such as historical and cultural 

differences, real conflicts of interest, and external environmental disturbances still 

hold the “China threat theory” view and remain skeptical about the BRI. Some 

national media regard the BRI as “Chinese version of Marshall Plan” or “Chinese 

Edition Pearl Chain Strategy”. Former US Secretary of State Tillerson has claimed 

that China is trying to establish its own rules and guidelines through the BRI93. Many 

Russian and Japanese scholars worry that the BRI will challenge the existing regional 

and even global economic system and will crowd out the existing interests of other 

countries. NBC and Diplomatic Scholars refer this to “new policy of softening” by 

the Chinese government’s “practice of pulling the relevant countries through the Silk 

Road, applying economic grace, and appeasement of diplomacy and projecting soft 

power” 94. 

Some countries have accused China of exporting surplus and backward 

production capacity to developing countries in foreign production capacity 

cooperation. They believe that China will use the opportunity of production capacity 

cooperation to export high-polluting industries. The Economist magazine proposed 

that the AIIB and the BRI are all strategies for China to transfer excess production 

capacity and save the country’s economic downturn. The article believes that the 

Chinese government can invest in the construction of public infrastructure such as 

transportation and communications in the Asian countries that lack funds by 

establishing an AIIB to ease the predicament of overcapacity in China. Some local 
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enterprises and social organizations in countries along the Southeast Asia and the 

Middle East have complained about Chinese enterprises and projects, and are worried 

about China’s “energy plunder” and “economic control”. 

A small number of Western media and environmental organizations question the 

environmental risks that China’s BRI investment infrastructure may bring. Due to the 

sensitive ecological environment of countries and regions along the B&R, China’s 

going-global enterprises are mainly based on traditional industries such as steel, 

cement and energy equipment. These reports have deepened the suspicion of the local 

people on the cooperation projects, and affected the decision of the project to 

undertake the BRI international production capacity cooperation. 

 

 3. Multiple risk interleaving overlay 

 BRI production capacity cooperation faces serious challenges of overlapping 

multiple risks such as political risks, security risks and economic risks. 

Political risk of the BRI production capacity cooperation is outstanding. The 

geopolitical complexes of Central Asia and the Middle East have long been a hot spot 

for big countries and various forces, and the regional situation is complex and 

changeable. Take Central Asia as an example, there is influence of Russia in the north, 

influence of the EU in the west and influence of the United States in the south, and 

the geopolitical issues of sensitive regions such as Ukraine are still undergoing 

complex evolution. 

Large countries, due to their strategic interests, will hinder international 

production capacity cooperation. For example, when former US Secretary of State 

Tillerson visited Latin American countries in early 2018, he publicly provoked the 

cooperative relationship between China and Latin American countries, and think 

China as the “new imperialist powers” and threatened that “China is now gradually 

gaining a foothold in Latin America. It is using its economic influence to include this 

region in its sphere of influence. The question is what kind of price countries have to 

pay”95. The Japanese media, represented by Sankei Shimbun, has slammed China’s 

high-speed rail “Fake Japanese Shinkansen technology”, just in order to compete with 

China for high-speed rail projects in Thailand. 

Some domestic factors in the ASEAN countries have complex domestic political 

factors, such as separatist forces, tribal contradictions, ethnic contradictions and fierce 

party struggles, which often lead to political instability and frequent regime change. 

The political turmoil in many countries and the frequent turnover of leaders have led 

to poor stability and continuity of domestic policies. Thus, Chinese enterprises’ 

investment will face great political risks. For example, since the election of Prime 

Minister Mahathir, the Malaysian government directly claimed that due to the high 

cost, two large-scale infrastructure projects involving China, including the East Coast 

Railway and two pipeline projects, were temporarily cancelled96. 

The BRI has high security risks in production capacity cooperation. The three 

forces along the BRI countries and regions are prevalent in violent terrorism, national 

separatism and religious extremism. Traditional and non-traditional security issues are 

intertwined. Some countries and regions have conflicts and local wars occurred one 

after another, ethnic and religious conflicts occurred from time to time. The security 
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situation in some countries and regions has deteriorated, violent terrorist activities 

occurred frequently, and social security risks are very high. These pose a great threat 

to the production safety, investment asset security and personal safety of enterprise 

personnel of China. It is difficult to carry out long-term stable international 

production capacity cooperation in this environment. 

The BRI production capacity cooperation risks are relatively high. Since most of 

the BRI countries are at low economic development level, have weak economic 

strength and low foreign exchange reserves, they are more susceptible to fluctuations 

in international markets such as exchange rate fluctuations. The ability to resist 

international economic decline and financial market fluctuations is weak. This will 

pose serious challenges to the stability of the host country’s economic policy and 

production capacity cooperation97.  

The investment of Chinese enterprises in the BRI host countries will also face 

various risks such as variable financing environment, rising capital costs and 

exchange losses. In addition, some countries along the BRI have problems such as 

imperfect institutional rules and highly opaque economic policies. Infrastructure 

construction is an important part of China’s foreign production capacity cooperation. 

The related construction generally has a large investment and will cost a long period 

of time. It has a high probability of economic risks, and thus is easy to cause project 

default or stagnation, which will damage the relevant interests of Chinese enterprises. 

The BRI international production capacity cooperation suffer many social and 

cultural risks. There are many countries along the BRI, and each country has different 

religious beliefs, involving Hinduism, Buddhism, Orthodoxy, and Islam. Due to 

different religious beliefs and cultural backgrounds, there are obvious differences in 

social, cultural, customary and conceptual aspects between China and some host 

countries. Some Chinese enterprises lack in-depth understanding of the social 

customs, local culture and mainstream values of the host country. Therefore, it is easy 

to produce a lack of respect for local traditional customs, which may lead to friction 

and even conflict, and in turn will bring resistance and loss to Chinese enterprises’ 

overseas projects. 

 

3. Lack of relevant talents 

The BRI is the first international cooperation initiative proposed by China. It is 

important that we need a talented team that is proficient in local language and culture 

to help people in the countries along the B&R to know and understand the BRI and 

actively participate in it. At present, there is a serious lack of language talents who are 

proficient in the BRI small language. There are 53 official languages in 65 countries 

along the BRI, but when the BRI was proposed in 2013, the foreign language majors 

in China’s colleges and universities only cover 20 languages. For example, the 

construction of the China-Pakistan Economic Corridor is the flagship project for the 

BRI construction. In September 2015, the Supreme Court of Pakistan issued an order 

requiring government departments to make Urdu the official language of the country 

and completely replace the status of English. However, the current Urdu-related 

talents cultivated in China are very scarce. With the promotion of the BRI production 

capacity cooperation, there is also a huge demand for relevant talents, not only 

professional talents in the high-end field, but also those who are familiar with the 

local nationalities and humanities, as well as regional cooperation trade rules, policy 
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interactions, diplomatic negotiations. These talents are the core force to promote the 

BRI production capacity cooperation.  

Multinational production capacity cooperation involves national laws, exchange 

rates, accounting systems and various complicated factors. Only by having a well-

trained team of people familiar with international market analysis, business rules, 

laws and regulations, investment and financing management and project management 

can they make the right investment decisions in the intricate international market. 

Chinese enterprises have started late in foreign direct investment, and the relevant 

talent pool is insufficient. Most of the production capacity cooperation in the BRI is 

underdeveloped countries and regions where ther are fewer attractions to talents and a 

serious shortage of high-end international talents. Therefore, China urgently needs a 

group of senior management talents who are proficient in national languages that are 

proficient in the BRI countries, familiar with international practices, e-commerce, 

international markets, high management skills, strong public relations skills and 

adaptability, can work with overseas companies and the government to conduct 

effective communication and negotiation and have a strong pioneering spirit and 

dedication to invest in fierce international competition. 

7.3.3 Suggestions for Production Capacity Cooperation  

1. Build a community of destiny with an open development environment 

China and the countries along the B&R have built a “community of destiny”. 

Through various means such as the foreign affairs of heads of states, the exchange 

visits of government and the academic forum for cultural exchange, the concept of 

“community of destiny” has taken root in the countries along the B&R, gaining the 

recognition and trust of the governments and all people in related countries. China 

and the countries along the B&R firmly adhere to dialogue and consultation, firmly 

establish a correct view of justice and interests, and correctly view the relationship 

between China’s own interests and other national or regional interests. In the pursuit 

of national development, China will promote common development of all countries, 

establish a new and equal global partnership of development, work together in the 

same boat, develop together, share powers and responsibilities, and enhance mutual 

interests. Chinese enterprises and local governments should uphold the overall 

situation in the process of promoting the BRI related projects. While pursuing the 

interests of projects or enterprises, they should take into account the interests and 

reasonable concerns of other countries, take into account the social effects generated, 

and focus on solving the problems of the national and people’s livelihood of the 

countries concerned. 

China and the countries along the B&R have firmly established the cooperative 

concept of “co-industry, joint construction and sharing”. China shares the spirit of 

Silk Road with the countries along the road, including peace and cooperation, 

openness and tolerance, mutual learning, mutual benefit and win-win. Through the 

historical symbols of the ancient Silk Road, the aspirations of the countries along the 

road will be aroused, and the spirit of Silk Road will be used to inject momentum into 

the development and cooperation of the countries along the B&R. Through the 

pragmatic advancement of the existing projects of international production capacity, 

the BRI countries will be convinced and can win the trust and support of more 

countries, so that international production capacity cooperation can be further carried 

out. The actual results achieved through the completion of a number of representative 

projects have attracted more countries to carry out BRI cooperation with China. 

Relying on the BRI to create an open cooperation platform, maintain and develop an 



open world economy, jointly create an environment conducive to open development, 

and promote a fair, reasonable and transparent international economic and trade 

investment rules system. 

China must comprehensively deepen the reform of the economic system, shape a 

new system of foreign investment and international cooperation management that is 

compatible with the comprehensive open-ended economic system, and strengthen 

relevant institutional innovation. On this basis, we will build a promotion system for 

foreign investment and international cooperation. The government gives appropriate 

strategic support to enterprises with according policy, helps enterprises to overcome 

information barriers to transnational investment and cooperation through measures 

such as tax relief and subsidies, reduces the costs and risks of transnational 

investment cooperation, accelerates the transfer of dominant industries to countries 

along the BRI, and obtains appropriate profits. 

 

2. Strengthen research to reduce the risk of production capacity cooperation 

At the national level, relevant departments and experts will be organized to 

strengthen in-depth research on the political, economic, security, social and cultural 

aspects of the countries along the BRI, conduct systematic assessments, update risk 

information on a regular basis, issue the risk reports of countries along the BRI, and 

timely prompt the relevant risks to China’s foreign investment enterprises, and make 

early warning of foreign investment risks for countries with high risks. Taking 

advantage of the opportunity of exchange visits between senior Chinese officials and 

countries along the B&R, relevant departments and experts can improve the 

framework mechanism for international production capacity cooperation through the 

signing of bilateral agreements, developing bilateral investment protection 

mechanisms and trade and investment dispute resolution mechanisms, and 

establishing bilateral communication platforms at all levels to reduce the risk of 

malicious defaults by governments along the B&R. They can help Chinese companies 

to strive for a fair and good investment and business environment overseas, safeguard 

the rights and interests of Chinese enterprises in the host country, and ensure the 

sustainable development of international production capacity cooperation. Paying 

close attention to the political situation and political cycle changes of the countries 

along BRI, they can guide Chinese enterprises to adopt rolling investment along the 

B&R, cooperate with relevant countries’ political cycles, reduce relevant political 

risks, and reduce probabilities of projects being stopped by the government. The state 

and governments put forward practical policies and measures to carry out financial 

innovations such as insurance and funds for BRI enterprises to jointly share and 

reduce the risks associated with project development, and ensure the legitimate 

interests of Chinese enterprises in the BRI project to maintain the sustainable 

development of the BRI construction. 

At the enterprise level, Chinese enterprises should grasp the potential 

comprehensive risk assessment of target countries and markets in time, and try to 

select countries with lower risks and better business environment for production 

capacity cooperation. When implementing production capacity cooperation, 

enterprises should avoid once large-scale investment. They should continue to adhere 

to the rolling development of key countries in key areas with the form of project 

system to reduce economic risks, and then proceed in an orderly manner. Enterprises 

should try to establish joint ventures with local enterprises in the host country, give 

full play to the advantages of local partner for information and public relations, and 

build strategic alliances and community of interests to achieve the purpose of 



reducing related risks. They should strengthen understanding in depth of the culture, 

religion, traditions and customs of the host country, respect local customs and habits, 

and avoid unnecessary friction and conflict caused by differences in religious culture. 

In the process of overseas business operations, if the company is unfortunately 

exposed to the risks of production capacity cooperation, it can seek the support of the 

Chinese government in time. Enterprises can resolve the risks relying on the Ministry 

of Foreign Affairs and the Ministry of Commerce using of diplomatic resources and 

influence of relevant government departments. 

 

3. Accelerate the construction of domestic public service system 

We should strengthen domestic public service support system various in order to 

support the production capacity cooperation and promote the smooth development of 

the BRI including further improvement of the working mechanism of the system and 

build a BRI integrated public service platform. National ministries should give full 

play to the role of existing multi-bilateral high-level cooperation mechanisms, 

strengthen intergovernmental exchanges and coordination, and cooperate with 

relevant international and regional organizations, establishing relevant consultation 

mechanisms and platforms. 

We should also further increase financial support for the BRI production capacity 

cooperation to give full play to the role of institutions such as the Asian Infrastructure 

Investment Bank and the Silk Road Fund to provide financial support for the 

development of large-scale projects along the B&R. For this purpose, it should focus 

on the relatively concentrated areas of China’s “going out” enterprises, use 

international experience to make strategic arrangements for overseas investment 

financial support systems, support Chinese domestic financial institutions to set up 

overseas branches, and innovate the financial products needed for production capacity 

cooperation. To improve the international management level of financial institutions 

and reduce interest rates and fees, financial institutions are encouraged to carry out 

financial innovation products such as commercial factoring and related insurance to 

help Chinese companies to spread the BRI investment risk. 

It is helpful to strength the overall overseas distribution of the industrial chain by 

setting up production capacity cooperation demonstration zone. Through the 

comprehensive service of the production capacity cooperation demonstration zone, 

enhance the success rate and profitability of domestic enterprises. Encourage Chinese 

companies to create new modes of operation, for example, through the industry 

associations to promote the enterprises in the industry as a whole to “go global” and 

establishing cooperative carriers such as overseas industrial clusters and industrial 

parks to accelerate the “going out” pace in the whole industry chain. Promote the 

transformation of the industrial chain from the acquisition of resources to the 

production capacity and enhance the overall layout of the industrial chain. 

Strengthen production capacity cooperation information services. Relevant 

government departments regularly publish reports on foreign investment cooperation 

development, update foreign investment cooperation country (regional) guidelines, 

and enhance targeted and in-depth research on countries, regions, industries, markets, 

and culture. Strengthen the “going out” policy release and guidance on the investment 

environment of the country industry, strengthen the risk warning of production 

capacity cooperation, and reduce the risk of production capacity cooperation. Improve 

the construction of the “going out” public service platform, improve the capacity of 

production capacity cooperation services, and provide one-stop services such as 

business processing, policy interpretation and information guidance for enterprises. 



Strengthen international cultural cooperation in production capacity cooperation. 

Through targeted research by relevant departments, enterprises that participate in the 

BRI construction should have a deeper understanding of the religion, culture, and 

social customs of the host country as soon as possible, so that enterprises can better 

integrate into the local society and avoid relevant social risks. Guide China’s “going 

out” enterprises to establish a corporate culture that adapts to the development of 

globalization and the special national conditions of the host country and reduces 

unnecessary cultural conflicts and frictions in the host country. 

 

4. Cultivate and introduce international talents 

With the combination of external introduction and independent training, China 

should accelerate the construction of an international talent team in enterprises 

participated in BRI production capacity cooperation. 

First, we should formulate long-term talent development plans for enterprises 

based on corporate development goals. According to the overall development goals of 

the company’s international business and the needs of the project, develop a 

scientific, rational and professional international talent development plan. Clarify the 

qualifications of all levels and positions, and the shortage situation of talents, improve 

the team construction of international talents. Effectively solve current problem that 

“go out” enterprises of China lack of competitiveness, solve the issues like foreign 

investment failure, weak transnational management capacity, low corporate brand 

awareness and other issues, to complement the short board of BRI international 

production capacity cooperation. 

Second, we should innovate enterprise international talent training mode of 

enterprises. Build a variety of talent training models that are horizontally hierarchical 

and vertically profession divided, and cultivate a group of talented people who are 

proficient in the language of the host country and understand international marketing, 

service, technology and management. Accelerate the implementation of the strategic 

reserve of international talents, arrange targeted domestic talents to work in foreign 

institutions, organize outstanding talents from overseas institutions to conduct training 

at the domestic headquarters and exercise in relevant units. Continue to promote key 

personnel training, and cooperate with universities, vocational and technical colleges, 

and non-governmental training institutions to jointly build a BRI international talent 

training and development platform, establish a BRI forward-looking talent training 

system to train a number of talents required by markets. Increase the investment in 

foreign language training resources and the training reserve for small language 

talents, send talents to study language professionally abroad and realize the rapid 

improvement of language ability in a specific language environment, so as to solve 

the language problems of professionals with the least time. 

Third, we should trust, use and train great number of local talents. Cultivating and 

hiring local talents is conducive to establishing a “local enterprise” image of 

multinational corporations to reduce business risks. Local employees are more 

familiar with the operating rules, laws, regulations and coordination methods of the 

local market, and are better at communicating effectively with local governments and 

markets. Local talents employed as senior managers in the project can not only play a 

management role in the local production, but also help better integrate with the local 

social culture, greatly enhance the enthusiasm of local employees and their sense of 

value. Solve the short-term shortage of human resources through the establishment of 

localized talent training courses; train technical and management personnel that meet 

corporate requirements in long term through the approach of existing internal 



technology and management personnel bringing new local personnel; actively reserve 

internationalized and localized talents by running schools in the local area and 

providing local students with opportunities to study in China. 

In order to improve the professional development channel and incentive 

mechanism for international talents, we should focus on the career management and 

build a career development channel for diversified talents like leading cadres, 

managers and technicians in the company’s business. All kinds of talents should be 

arranged to the most suitable positions according to the professional field and their 

own characteristics. And continuously improve the employees’ work ability and 

professional development ability. Strengthen the salary management of overseas 

employees; improve the benefits of the medical insurance and relatives’ visits. And 

provide appropriate policy inclination for international talents in terms of salary 

distribution, training opportunities, rotation exchanges, and returning to China to 

work.  

  



8. Infrastructure Cooperation between China and BRI 

Developing Countries 

8.1 Connotation of Infrastructure Cooperation under the BRI 

Infrastructure interconnection is a priority area for the BRI with rich connotation 

and important significance. As a specific industry, infrastructure development plays 

an important role in stimulating economic growth. At the same time, sound 

infrastructure is an important foundation for promoting the development of other 

sectors. Therefore, no matter it is a direct or indirect role, establishing a sound 

infrastructure system is an indispensable part of a country or region in the process of 

sustainable development. 

8.1.1 Concept of Infrastructure Cooperation 

As early as 1994, the World Bank defined the infrastructure in its 1994 World 

Development Report: Providing Infrastructure for Development. According to this 

report, infrastructure refers specifically to economic infrastructure construction and 

can be divided into three categories: public facilities, public works and other 

transportation sectors. Among them, public facilities include electricity, 

telecommunications, water, sanitation and sewage, solid waste collection and 

treatment, gas pipelines; public works include roads, dams, irrigation and drainage 

channels; other transportation sectors including cities and cities Construction of 

railways, urban traffic, ports and waterways, airports, etc.98 

In this report, combined with the industries in which each infrastructure is 

located, the above three categories are subdivided into four categories: the first 

category is transportation infrastructure construction, which includes other 

transportation sector infrastructure and highway construction in public works; the 

second category is the construction of communication infrastructure, that is the 

construction of telecommunication facilities in public facilities; the third is the 

construction of energy infrastructure, which is the construction of gas pipelines in 

public facilities, in addition to the development of natural gas and other energy 

sources, including the construction of natural gas and oil and gas pipelines. The fourth 

category is urban development infrastructure, including power, water, dams, channel 

projects for irrigation and drainage, sanitation and sewage, and collection and disposal 

of solid waste. 

8.1.2 Key Areas of BRI Infrastructure Cooperation 

On March 28, 2015, China’s National Development and Reform Commission, the 

Ministry of Foreign Affairs, and the Ministry of Commerce jointly issued the Vision 

and Action for Promoting the Construction of the Silk Road Economic Belt and the 

21st Century Maritime Silk Road, and interconnecting infrastructure as a priority area 

for the BRI. The document clearly states: “Catch the key passages, key nodes and key 

projects of the transportation infrastructure, give priority to the missing road sections, 

smooth the bottleneck sections, and improve the road safety protection facilities and 

traffic management facilities and equipment improving the road access level......; 

Strengthen the interconnection and cooperation of energy infrastructure, jointly 
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safeguard the safety of transportation channels such as oil and gas pipelines, promote 

the construction of cross-border power and transmission channels, and actively carry 

out regional power grid upgrading and cooperation......; jointly promote the 

construction of communication trunk lines such as cross-border optical cables; 

improve the level of international communication and interconnection, and smooth 

the information Silk Road......”, further clarifying the key areas of infrastructure 

cooperation for the BRI. 

At the same time, combined with the definition of infrastructure content by the 

World Bank, the key areas in this report mainly include transportation infrastructure 

construction, energy infrastructure construction, communication infrastructure 

construction and urban development infrastructure construction. 

8.1.3 The Importance of Infrastructure Cooperation for BRI 

Infrastructure construction is the ladder for the country to modernize. Over the 

past 40 years of reform and opening up, the rapid development of China’s economy 

has been closely related to the continuous improvement of infrastructure construction. 

Port construction, high-speed rail development, and flight opening have built a bridge 

of communication between China and the world. Water conservancy construction, 

telecommunications development, and urban function improvement have created a 

good business and living environment. At present, many developing countries along 

the B&R are still in a critical development period of urbanization and 

industrialization, and insufficient infrastructure supply capacity has become a 

bottleneck for their deepening development. The BRI has created conditions for 

developing countries along the B&R to use China’s advanced infrastructure supply. 

Specifically, strengthening cooperation between China and developing countries 

along the B&R in the field of infrastructure construction has the following important 

significance. 

 

1. Giving full play to the economic growth effect of infrastructure construction 

and helping the industrialization process of countries along the B&R 

In the short run, infrastructure construction can boost demand through capital 

accumulation, thereby promoting economic growth in a country or region; in the long 

run, infrastructure construction can promote social productivity and thus achieve 

long-term economic growth. 99 Under the “One Belt and One Road” initiative, 

developing countries along the B&R can accelerate domestic capital accumulation in 

the short term by cooperating with China in the infrastructure sector; in the long run, 

technological progress can be achieved, and enterprise productivity will be boosted, 

and industrialization and modernization will be achieved. 

 

2. Give full play to the externalities of infrastructure construction and create a 

good environment for enterprise development 

Infrastructure is generally defined as a public good because of its externalities. 

Specifically, the infrastructure has two functions. On the one hand, the perfect 

infrastructure construction can facilitate the foreign exchange of enterprises in the 

region, reduce transaction costs, and promote enterprises to open up markets. On the 

other hand, the improvement of the infrastructure level can provide sufficient power 

and water resources for enterprises to ensure efficient operation of enterprises and 
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increase the productivity of enterprises. 

 

3. Give full play to the role of investment promotion in infrastructure 

construction and promote the common development of countries along the B&R  

Infrastructure construction has the characteristics of large initial investment and 

high fixed costs. For the developing countries along the B&R, lack of funds and 

backward technology are one of the main factors shackle their economic 

development. In contrast, China not only has relatively sufficient funds, but also has 

accumulated rich experience and technological achievements in the field of 

infrastructure construction. Therefore, under the “One Belt and One Road” initiative, 

cooperation between China and developing countries along the B&R in the field of 

infrastructure can effectively drive the flow of Chinese funds to countries along the 

B&R, and thus promote the economic development of these countries. 

8.2 Basic Situation of Infrastructure in BRI Developing Countries  

There are 72 countries along the “One Belt and One Road” (not including China), 

with a total of 59 developing countries and transition economies, accounting for more 

than 80%. The overall infrastructure level of developing countries along the “One 

Belt and One Road” is still relatively backward, and there is much large room for 

development. The report below will analyze the basic infrastructure of current 

countries along the B&R from a variety of perspectives, including transportation, 

energy, communications, and urban facilities.100 

8.2.1 Development Status of Transportation Infrastructure  

Convenient transportation is the basic guarantee of trade and communication 

between countries. Throughout the history of the rise of great powers, most of them 

are based on convenient transportation. However, at current, the construction of 

transportation infrastructure in the countries along the B&R has yet to be improved. 

Annex 8.1 shows the basic situation of the transportation infrastructure in the three 

dimensions of sea, land and air of the countries along the B&R in 2016. From the 

perspective of air transportation, China has the largest amount of air cargo 

transportation, followed by the United Arab Emirates; there are only three countries 

with a value of 10,000 or more, and six countries with a value of 5,000 or more, 

countries with air traffic below 10 million tons/km account for more than one third of 

countries with statistical values. This shows that the air transportation capacity of 

countries along the B&R still needs to be improved. From the point of view of 

railway transportation, Russia has the largest total length of railways, followed by 

China and India. In general, the gap in railway transportation capacity varies greatly 

among countries. The length of the last Kyrgyz railway is only 424 kilometers, which 

is more than 200 times different from that of Russia. From the perspective of 

maritime transportation, China’s port throughput is still ranked first among the 

countries along the B&R, laying a certain foundation for the construction of the 21st 

Century Maritime Silk Road. From the perspective of the quality of port facilities, 

China is also relatively ahead, ranking the top 15. The highest overall quality of the 

port is Singapore, which provides a strong guarantee for its tight throat in the Straits 

of Malacca. On the whole, however, there is still much room for improvement in the 
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quality of port facilities in countries along the “One Belt and One Road”, especially in 

5 countries in Central Asia. 

8.2.2 Current Status of Energy Infrastructure Development 

The countries along the “One Belt and One Road” are rich in energy, especially in 

the Middle East and Central Asia. The Middle East is the intersection of the route, is 

the gateway to the Atlantic and Indian Oceans, connecting the West and the East, and 

is the hub and throat of Europe through North Africa to West Asia101. The Middle East 

is rich in oil resources and is known as the “oil depot” of the world. In 2016, its 

proven oil reserves were 111.1 billion tons, accounting for 47.7% of the world’s total 

oil reserve. At the same time, the region is also rich in natural gas resources. In 2016, 

the proven reserves of natural gas in the Middle East were 79.4 trillion cubic meters, 

accounting for 42.5% of the world’s total proven reserves102. Central Asia also has a 

high oil and gas reserves, table 8.2.2-1 details the oil and gas resources of 

Kazakhstan, Turkmenistan and Uzbekistan among the five Central Asian countries. 

Kazakhstan has the highest reserves from the perspective of petroleum resources and 

Turkmenistan ranks first from the perspective of natural gas resources. Therefore, the 

two countries have the highest production and storage ratios in the oil and gas 

industry correspondingly. 

 

Table 8.2.2-1 Reserves of Oil and Gas Resources in Central Asian Countries 
Project Kazakhstan  Turkmenistan  Uzbekistan 

Oil 

Proved total (Billion Tons) 3.9  0.1  0.1  

Proportion (%) 3.9 0.04 0.04 

Production (Thousand Barrels / 

Day) 
1672 261 51 

Proportion 1.8 0.3 0.3 

Storage Ratio 49 6.3 29.3 

Natural 

Gas 

Proved Total (Trillion Cubic 

Meters) 
1 17.5 1.1 

Proportion (%) 0.5 9.4 0.6 

Production (Billion Cubic Meters) 19.9 66.8 62.8 

Proportion 0.6 1.9 1.8 

Storage Ratio 48.3 261.7 17.3 

Source: BP World Energy Statistical Yearbook (2017) 
Note: The proportion is proportion of specific amount in the previous column to the global quantity. 

 

However, the development of the energy economy cannot be separated from the 

support of energy facilities construction. Some developing countries and transition 

economies along the B&R lack sufficient technology and funds, resulting in low 

utilization of resources and insufficient capacity. As shown in Table 8.2.2-2, the 

comparison of the production capacity of some oil refineries of countries along the 

“One Belt and One Road” and other countries in the world is reported. In general, the 

production capacity of most countries along the B&R is relatively low, of which 

Bangladesh has a daily output of only 43 thousand barrels. In particular, the Middle 

East countries and Central Asian countries have a low production capacity as an oil-

rich region along the “One Belt and One Road”. The total capacity of the Middle East 

countries is 9476 thousand barrels per day, which is less than 10% of the world’s total 

                                                        
101 China Power Media Group Co., Ltd., B&R Energy Research Report (2017) [R]. 2017 No. 5. 
102 Source: BP World Energy Statistical Yearbook (2017) 



level. The same is true for Central Asian countries. The average production capacity 

level of Kazakhstan, Turkmenistan and Uzbekistan are around 300 thousand barrels 

per day, far below the world average. 

 

Table 8.2.2-2 Comparison of Production Capacity of Petroleum Refineries of 

Various Countries 

Countries 
Capacity 

(1000 Barrels/Day) 

Growth Rate 

(%) 

Proportion 

(%) 

Developing 

Countries 

along the 

B&R 

China 14117 -0.9 14.6 

Korea 3234 4 3.3 

Singapore 1514 0 1.6 

Malaysia 612 0 0.6 

Thailand 1235 -1.4 1.3 

Indonesia 4620 7.3 4.7 

Philippines 271 0 0.3 

Vietnam 163 2.5 0.2 

Iran 1985 0 2.0 

Iraq 919 1.8 0.9 

Turkey 613 0 0.6 

Saudi Arabia 2899 0 3.0 

United Arab 

Emirates 
1143 0 1.2 

Qatar 429 51.6 0.4 

Kuwait 936 0 1.0 

India 4620 7.3 4.7 

Pakistan 392 0 0.4 

Bangladesh 43 0 0 

South Africa 520 0 0.5 

Egypt 810 0 0.8 

Kazakhstan 350 0 0.4 

Uzbekistan 232 0 0.2 

Turkmenistan 271 0 0.3 

Azerbaijan 205 0 0.2 

Russia 6418 0.2 6.6 

Ukraine 248 0 0.3 

Belarus 480 0 0.5 

Non- “One 

Belt and 

One Road” 

Countries 

United States 18621 1.7 19.1 

Canada 1967 0 2.0 

Mexico 1522 0 1.6 

Brazil 2289 0.5 2.3 

France 1224 11.0 1.3 

Germany 2024 -1.2 2.1 

Spain 1562 0 1.6 

Source: BP World Energy Statistical Yearbook (2017) 

 

In addition, pipeline transportation, as an economical and safe way of 

transporting natural gas, is not widely used in countries along the B&R. Taking the 

countries of the Commonwealth of Independent States and the Middle East as 

example, Table 8.2.2-3 reports on the flow of natural gas trade in countries such as 

Belarus and Kazakhstan. It can be found that countries transported through pipelines 

generally belong to the same region or are neighboring countries in different regions. 



Moreover, compared with other modes of transport, the country coverage of pipeline 

transportation is relatively narrow, with Kazakhstan covering the widest range but 

covering only three countries in the region. Therefore, there is a long way to go for 

the issue of pipeline laying links in developing countries along the “One Belt and One 

Road”. 

 

Table 8.2.2.-3 Natural Gas Trade Flow in the CIS and Middle East Countries 

Regions Countries Transporting Countries 
Trade Volume  

(Billion Cubic Meters) 

CIS 

Courtiers 

Belarus Russia 16.6 

Kazakhstan 

Russia 3.6 

Turkmenistan 1.1 

Uzbekistan 1.5 

Russia 
Kazakhstan 16.1 

Uzbekistan 5.6 

Ukraine 
Some European 

countries 
11.1 

Other CIS countries Russia 4.5 

Middle 

East 

Countries 

Iran 
Azerbaijan 0.2 

Turkmenistan 6.7 

Oman Qatar 22.1 

United Arab Emirates Qatar 17.9 

Source: BP World Energy Statistical Yearbook (2017) 

 

The construction of the national energy infrastructure along the “One Belt and 

One Road” is not perfect, and the reason is the lack of investment. As shown in Table 

8.2.2-4, the amount of investment in energy facilities construction by the private 

sector and government of some developing countries along the B&R was reported. As 

can be seen from the table, the input from the private sector and government 

departments in each region is basically the same, and only government investment in 

Turkey and Russia is slightly lower than private sector investment. From each 

country’s perspective, there are still 12 countries with investment in various sectors 

below US$50 million, accounting for 1/2 of the total reported countries. In particular, 

Cambodia, Iran, Afghanistan and Ukraine have investment amount less than US$5 

million, far below the world average. Insufficient investment in energy 

implementation in some regions has largely contributed to the backwardness of 

energy infrastructure in the region. 

 

Table 8.2.2-4 Energy Facilities Investment of Some Countries along the B&R in 2017 

Unit: Million US Dollars 

Countries Investment Countries Investment 

China 302.09 Jordan 275.37 

Mongolia 12.00 India 131.16 

Malaysia 36.23 Pakistan 586.32 

Thailand 131.99 Bangladesh 43.80 

Indonesia 881.95 Afghanistan 1.90 

Philippines 170.00 Nepal 25.77 

Cambodia 1.25 Morocco 22.00 

Myanmar 31.50 Egypt 238.64 



Laos 185.00 Georgia 6.50 

Vietnam 240.00 Russia 16.10 

Iran 4.30 Ukraine 2.45 

Turkey 55.36 Serbia 81.80 

Source: World Bank WDI Database 

 

8.2.3 Current Status of Communication Infrastructure Development 

A sound communication network is one of the important guarantees for 

promoting exchanges between enterprises and local residents, receiving global 

information efficiently and saving transaction costs. As shown in annex 8.2, by the 

end of 2016, the world’s fixed broadband penetration rate reached 12.47%, the fixed 

telephone penetration rate was 13.49 per 100 people, the mobile network penetration 

rate was 100.68 households per 100 people, and the secure internet server was 

3,511.41 per million people. 

In general, the development of communication facilities in countries along the 

B&R is uneven. Specifically, from Table 8.2, in terms of fixed broadband penetration 

rate, South Korea ranks first, Belarus is the second, and China ranks fifth. There are 

still more than two-thirds of countries with fixed broadband penetration below the 

world average. The fixed broadband penetration rates in countries such as Cambodia, 

Myanmar, Laos, Pakistan, Nepal, Ethiopia, Madagascar, Turkmenistan and Tajikistan 

are even below 1%. In terms of fixed-line penetration rate, South Korea is still in a 

leading position, but China’s ranking is lower than that of fixed broadband. From a 

regional perspective, the overall level of that for ASEAN and Middle East countries is 

relatively low, and there is still a certain distance from the world average. In terms of 

mobile network penetration, countries along the “One Belt and One Road” have 

performed better overall, with more than one-half of the countries surpassing the 

world average. Except for the low level of a few countries such as Laos, Yemen, 

Ethiopia and Madagascar, the rest of the countries have not exceeded but are close to 

the world average. For the secure Internet server, Singapore ranks the first; its total is 

17 times more than that of the world average. However, there are still some countries 

lagging behind in the field of Internet security, such as Ethiopia, Yemen, 

Turkmenistan, and Madagascar. 

8.2.4 Current Status of Urban Infrastructure Development 

The level of urban infrastructure development not only determines the welfare of 

residents in the country or the region, but also an important manifestation of the 

foundation of local economic development for a country or region. Taking power 

facilities as example, the establishment of a comprehensive coverage of power grid 

facilities is not only an indispensable tool for facilitating the daily life of residents, but 

also a driving force for ensuring the operation of enterprises. At present, a large 

number of developing countries along the B&R are in the stage of industrialization. 

The demand for power facilities is large, but it is limited by the backward facilities 

and equipment, so that effective demand cannot be satisfied. As shown in Annex 8.3, 

the basic power facilities of countries along the B&R were reported. 

First of all, from the perspective of power supply rate, about 2/3 of the countries 

have achieved 100% power-on rate, but some countries still lag significantly behind 

the world average, such as Madagascar, Ethiopia, and Cambodia of which the rate is 

still less than 50%. Secondly, from the point of view of power consumption, most 

countries along the B&R are still relatively low in power consumption, indicating that 



the power resources of these countries are not sufficient, and it is still necessary to 

raise the level of infrastructure and enrich the power generation approach. Moreover, 

in terms of transmission and distribution loss, 2/3 of the countries have transmission 

and distribution losses above the world level, especially in Turkey, where 

transmission and distribution losses are as high as 50.63%, and resource utilization 

efficiency is extremely low. 

Furthermore, from the perspective of the proportion of various power generation 

methods, most of the developing countries along the “One Belt and One Road” still 

use non-renewable energy sources such as natural gas and oil, which are not only 

harmful to the ecological environment, the power supply is also not sustainable. As 

shown in Annex 8.4, in general, the proportion of non-renewable energy generation in 

countries along the B&R is generally higher than the world level, while renewable 

energy generation accounts for a slight deficiency in most regions. In particular, there 

are 11 countries with natural gas generation ratio of more than 80%, and there are 8 

countries whose proportion is between 50% and 80%; there are five countries that are 

mainly based on oil power generation and account for more than 50% of the total, and 

10 countries are mainly coal-fired power generation and account for more than 50%. 

Although some countries have begun to try to use renewable energy to generate 

electricity, but the effect is little. Among them, only the Philippines’ ratio exceeds 

more than 10% and only four countries exceed 5%. 

8.2.5 Summary 

According to the above analysis, although China is not the most technologically 

advanced for all areas of infrastructure, but has formed a certain comparative 

advantage in some direction of various fields. From the perspective of transportation 

infrastructure, China has accumulated rich experience and technology in high-speed 

rail and port construction, which can provide certain technical guidance and 

assistance for backward areas. From the perspective of energy infrastructure, China’s 

refining technology is more advanced, and its production capacity is second to none 

among the countries along the B&R. In addition, China has huge energy needs and 

has certain advantages in pipeline laying. By working closely with developing 

countries along the B&R, it is not only possible to complement the supply of 

products, but also to learn from each other at the technical level. From the perspective 

of communication infrastructure, China is in a dominant position in the Internet and 

mobile data fields compared with most countries. By cooperating with China, some 

developing countries along the B&R can improve the construction of their 

communication networks to achieve smooth external communication. From the 

perspective of urban infrastructure, although China does not have an absolute 

advantage in the field of new energy power generation, it has accumulated rich 

experience in waterpower generation. In addition, with the BRI as a starting point, a 

BRI network will be formed. Countries along the B&R will be able to strengthen 

cooperation with all countries in the network, learn from the advanced points of other 

countries and pass on and carry forward, and eventually achieve the common 

development of countries along the B&R. 

In conclusion, there is a great complementarity between the countries along the 

B&R in the infrastructure sector. Through mutual cooperation, one country can 

continuously improve the infrastructure construction in the region and lay a solid 

foundation for the economic development. 

8.3 Achievements and Problems in the Cooperation  



Since the introduction of “One Belt and One Road” initiative, China has achieved 

certain results through consultation and cooperation with many countries, especially 

in the field of infrastructure. However, due to differences in the cultural and 

technological levels of various countries, some problems have arisen in the process of 

cooperation. 

8.3.1 Achievement  

In general, the BRI has rich achievements in the field of infrastructure 

construction, covering transportation, communications, energy and urban 

infrastructure construction. It has played an important role in achieving 

industrialization and promoting the economic development of the countries along the 

B&R, especially the backward developing countries. 

 

1. Achievements in the Field of Transportation 

At present, cooperation in the field of transportation infrastructure between the 

countries along the B&R are the most adequate. Table 8.3.1-1 reports on the 

achievements of countries along the B&R in the field of transportation facilities since 

2016, with a total of 74 projects covering most countries and regions. As can be seen 

from the table, the most productive areas are railway construction projects with a total 

of 33 projects, accounting for more than 1/3 of all projects, followed by port and air 

shipping projects. This is positively related to China’s degree of advantage in this 

field. It indicates that the cooperation between China and the countries along the “One 

Belt and One Road” is the result of mutual advantage and complementarity. 

 

Table 8.3.1-1 Achievements in the Field of Transportation Facilities of Countries 

along the B&R 
Number Year Cooperation Countries Cooperation Projects 

1 

2016 

Pakistan Freeport of Gwadar Port, Pakistan 

2 Afghanistan China-Africa Cargo Class 

3 Kazakhstan, Russia, Belarus The First Qinghai-Tibet Plateau 

4 Uzbekistan Central Asia First Railway Tunnel 

5 India Mumbai Metro, India 

6 Russia Full Reefer Container Transit Class 

7 Russia Chengdu to Russia 

8 
Iran, Turkey, Georgia. 

Xinjiang Construction of the Central 

European Assembly Center 

9 Thailand Zhongtai High Speed Rail 

10 Russia Chengdu-Moscow Airlines Direct Flights 

11 Mongolia Zhengzhou-EuropeTrain 

12 
Cambodia 

Spring Airlines Opened New Routes 

between China and Cambodia 

13 Mongolia, Russia China-Mongolia Transport Corridor 

14 Ethiopia Yaji Railway 

15 Pakistan China-Bargain Economic Corridor 

16 
Asia-Europe 

“Yuxinou” Upgraded to Intermodal 

Transport between Asia and Europe 

17 Laos China-Laos Railway Project 

18 
Vietnam, Laos 

China-Laos, China-Vietnam International 

Railway Project 

19 Malaysia Malaysia East Coast Railway Project 

20 Korea, China, Mongolia Korea- China-Mongolia International Sea-



rail Intermodal Direct Train 

21 

Vietnam 

Xiamen Airlines Opened Direct Flights 

from Xiamen to Ho Chi Minh City, 

Vietnam 

22 
Philippines 

Guangzhou Direct Flight to Clark, 

Philippines 

23 
Vietnam 

“China Tai Mountain” opened Haikou to 

Vietnam’s Halong Bay and Da Nang routes 

24 Pakistan Karakoram Highway Phase II Project 

25 
Tajikistan 

Karasu Port Officially Became a Perennial 

Open Port 

26 
Cote d’Ivoire 

Koma Border Road Project under 

Construction in China and Overseas 

27 Algeria Algeria North-South Expressway 

28 Vietnam “Qingyue Yue” Transit Container Train 

29 

2017 

Serbia Serbia Railway Restoration Project 

30 

Sri Lanka 

Bandaranaike International Airport 

Runway Reconstruction and Expansion 

Project 

31 Sri Lanka Colombo Port New City 

32 Cambodia Columbia-China Friendship Bridge 

33 Southeast Asian countries 

such as Singapore and 

Thailand 

Pan-Asian Class 

34 Brunei Brunei Mora Port Construction 

35 Nepal Geelong-Jesova Bilateral Port 

36 Asian countries such as 

Kazakhstan 

Central Asian Class 

37 
Indonesia 

Jakarta to Bandung High Speed Railway 

(Yawan High Speed Rail) Project 

38 Ethiopia Addis Ababa-Chengdu route 

39 
Vietnam 

Sino-Vietnamese International Freight 

Train 

40 Myanmar Amalapa Free Harbor 

41 Maldives China-Malaysia Friendship Bridge 

42 Serbia Hungarian Railway 

43 Egypt China-Egypt Railway 

44 
Five Central Asian countries 

New Channel of Logistics in Wuzhou Port 

and Central Asia 

45 

Thailand 

Phase I of the Taichung Railway 

Cooperation Project (Bangkok - Nakhon 

Ratchasima) 

46 
Nepal 

Central Nigelon-Jesova Port Open to Third 

Countries 

47 Myanmar Mang Village Bridge 

48 
Vietnam 

Sino-Vietnamese Friendship International 

Port Freight Special Channel 

49 Bangladesh Bus Rapid Transit System Project 

50 Thailand Kunman Railway 

51 Pakistan Lahore Rail Traffic Orange Line Project 

52 Ukraine China-Ukraine Highway Construction 

53 
Cambodia 

China-Cambodia Joint Venture, Air 

Navigation 



54 Brunei Mora Island Bridge 

55 
Southeast Asian countries 

Rizhao-Southeast Asia Container Liner 

Opened 

56 
Southeast Asian countries 

Qinhuangdao Port Opens Southeast Asia 

Route 

57 
Algeria 

Algeria Coastal Railway Double Track 

Project Gantas Tunnel 

58 
Vietnam 

Hanoi Capital Gili to Hedong City Light 

Rail Project 

59 
Russia 

Harbin-Vladivostok High Speed Rail 

Project 

60 
United Arab Emirates 

COSCO SHIPPING Port Abu Dhabi 

Terminal Project 

61 Georgia Georgia's longest railway construction 

62 Ukraine Construction of Kiev Metro Line 4 

63 Serbia Highway construction project 

64 Sri Lanka Sino-Hanbatota Port Cooperation Project 

65 Pakistan E35 highway 

66 

2018 

Philippines Subic-Clark Railway 

67 Kyrgyzstan, Uzbekistan China- Kyrgyzstan- Uzbekistan Highway 

68 Myanmar China-Myanmar International Passage 

69 Vietnam Cable-stayed Bridge Project 

70 
Laos 

China-Laos International Channel Yumo 

Railway Yuanjiang Bridge 

71 
Nepal 

Sino-Nepalese Coss-border Railway 

Construction 

72 
Ukraine 

Customs Railway Container Testing 

Equipment 

73 
Maldives 

New Runway Construction at Vilana 

International Airport 

74 Kyrgyzstan Bieshkek Main Road Repair 

Source: China One Belt and One Road Website 

Note: The above information is arranged according to the time order. 

 

2. Achievement in the Field of Communications  

Since entering the new century, the world has entered the era of information 

economy; convenient communication network reduces the cost of communication 

between countries and human beings. Therefore, in order to closer communications 

between countries along the B&R it is essential to build a fully covered 

communication network. As shown in table 8.3.1.-2, since 2016, there have been 9 

cooperation projects between China and the countries along the B&R, 3 of which are 

aimed at all countries along the B&R, including the Beidou Global System, the three 

major operators in China, and the China-European Silk Road high-throughput 

satellite. The remaining projects are targeted at selected regions or individual 

countries. It is foreseeable that with the strengthening of cooperation in the field of 

communications, an accessible communication network will be built between 

countries along the B&R. 

 

Table 8.3.1-2 Achievements in the Field of Communication Facilities of Countries 

along the B&R 
Number Year Cooperation Countries Cooperation Projects 

1 2016 Laos Beidou Satellite Positioning Integrated Service 



System Base Station 

2 Asia-Europe Asia-Europe Information Highway Roadmap 

3 
India, Pakistan, Laos, 

etc. 

Building a Big Data Platform for the Countries 

along the OBOR 

4 

2017 

Countries along the 

OBOR 
Beidou Global System 

5 
Countries along the 

OBOR 

China’s Three Major Operators Reduce 

Roaming Charges 

6 
Countries along the 

OBOR 

China-Europe Silk Road High Throughput 

Satellite 

7 

2018 

Nepal 
China-Nepal Cross-Border Internet Cable 

Officially Opened 

8 Arabian countries 

China-Africa Space Cooperation 

(Communication, Navigation and Positioning, 

Remote sensing and Other Technical Fields) 

9 Pakistan China’s First Land Direct Cable Completed 

Source: China One Belt and One Road Website 

 

3. Achievements in the Field of Energy  

The number of countries having cooperation with China in the energy sector 

along the “One Belt and One Road” is relatively small, which is due to the resource 

endowment advantages of countries. As can be seen from Table 8.3.1-3, of the 14 

achievements, there are 5 cooperation with Kazakhstan, 4 cooperation with Russia, 

and the remaining 5 with Southeast Asia, which indicates that the cooperation of 

countries along the B&R in the energy field has certain regional characteristics. In 

addition, from the perspective of specific cooperation projects, cooperation between 

China and countries along the B&R in the energy field is mainly concentrated in two 

areas: pipeline laying cooperation and technology communication and exchange. 

 

Table 8.3.1-3 Achievements in the Field of Energy of Countries along the B&R 
Number Year Cooperation Countries Cooperation Projects 

1 

2017 

Indonesia 
Qingshan Industrial Park (Nickel Iron Smelting 

Technology) 

2 Vietnam Solar Module Factory 

3 Kazakhstan Aktobe Project 

4 Kazakhstan 
Sino-Kazakhstan Liquefied Gas Railway 

Transportation Line 

5 Russia “Jumbo” Mine Excavator 

6 Kazakhstan Aktau Asphalt Plant (Petroleum Processing) 

7 Myanmar China-Myanmar Oil and Gas Pipeline 

8 Kazakhstan Sino- Kazakhstan Oil and Gas 

9 Russia 
Sino-Russian Crude Oil Pipeline Second-Line 

Project 

10 Ukraine Sino-U.S. Gas Pipeline Project 

11 

2018 

Russia 
Sino-Russian Crude Oil Pipeline Second-Line 

Project 

13 
Turkmenistan, 

Tajikistan 

Turkmenistan-China Natural Gas Pipeline Begins 

to Be Laid in Part of Tajikistan 

14 Russia East-West Natural Gas Pipeline 

Source: China One Belt and One Road Website 



 

4. Achievements in the Field of Urban Infrastructure 

The degree of perfection of urban infrastructure largely determines the welfare 

level of local residents. As shown in Table 8.3.1-4, the cooperation between China 

and the developing countries along the “One Belt and One Road” in urban 

infrastructure is mainly focused on the improvement of power facilities and 

cooperation projects such as hydropower stations, coal-fired power stations and 

nuclear power plants. In addition, in 2016, China and Qatar reached the cooperation 

of the World Cup main stadium construction project, and completed a cooperation in 

hospital facilities in Belarus in 2018. 

 

Table 8.3.1-4 Achievements in the Field of Urban Infrastructure in the Countries 

along the B&R 

Number Year 
Cooperation 

Countries 
Cooperation Projects 

1 

2016 

Iran 
Hydropower Station in the Ludbar Valley, Lorestan 

Province, Western Iran 

2 Qatar 
Qatar 2022 World Cup Main Stadium Construction 

Project 

3 Laos 
Southern European River Cascade Hydropower 

Station 

4 

2017 

Indonesia 
Castle Peak Industrial Park (Irrigation Water 

Construction, Employment Promotion Measures) 

5 Laos Side 3 Hydropower Project 

6 Pakistan Gwadar Port 300MW Coal-fired Power Plant Project 

7 Pakistan 
Matiari to Lahore High Voltage Power Transmission 

and Transformation Project 

8 Morocco Nuo Solar Thermal Power Station Project 

9 Pakistan Chashma Nuclear Power Project 

10 Laos, Vietnam 
China-Laos-Vietnam Power Grid Interconnection 

Progress 

11 Pakistan Kasim Port Coal-Fired Power Station 

12 

2018 

Sri Lanka Lotus Tower - the Tallest Tower Construction 

13 Vietnam 
Vietnam Vinh Tan Coal-fired Power Plant Phase I 

Project 

14 Belarus Hospital Inpatient Department Construction 

Source: China One Belt and One Road Website 

8.3.2 Problems 

Most of the countries along the “One Belt and One Road” are developing 

countries or transition economies whose economic strength is weak. Countries such as 

Cambodia, Laos and Nepal are among the least developed countries103. After years of 

cooperation, some achievements have been made. However, due to the poor level of 

infrastructure in the country along the B&R, the different cultural and economic 

backgrounds, and the complex geopolitical relationship, there are still some 

challenges in the process of cooperation.  

 

                                                        
103 Fan Yijun, He Huan. The “Cut-in” Strategy of “One Belt and One Road” Infrastructure Interconnection [J]. 

World Economic and Political Forum, 2016, No. 6, pp. 129-142. 



1. Poor condition and different standards 

The infrastructure of the countries along the B&R is backward and the standards 

are different. It is impossible to achieve effective connection. The infrastructure levels 

of developing countries along the “One Belt and One Road” are generally low, as 

shown in Table 8.3.2-1, which reports the ranking of infrastructure quality ratings of 

countries along the B&R. As can be seen from the table, except for individual 

countries such as South Korea, Singapore, and the United Arab Emirates, the rest of 

the countries are ranked relatively low. Among them, there are 24 countries with a 

ranking of 50-100, and 22 countries (including those that have not announced their 

rankings). It can be seen that the overall infrastructure level of developing countries 

along the B&R is still at a low level on global scale. 

 

Table 8.3.2. Infrastructure Quality Scores of Countries along the B&R 

Countries 
Infrastructure 

Quality Scores 
Ranking Countries 

Infrastructure 

Quality Scores 
Ranking 

China 4.7 46 Bangladesh 2.92 111 

Mongolia 3.1 108 Afghanistan \ \ 

Korea 6.1 8 Sri Lanka 3.80 85 

East Timor \ \ Maldives \ \ 

Singapore 6.54 2 Nepal 2.61 119 

Malaysia 5.46 22 Bhutan 3.64 89 

Thailand 4.70 43 South Africa 4.31 61 

Indonesia 4.35 57 Morocco 4.42 54 

Philippines 3.43 97 Ethiopia 2.71 115 

Brunei 4.31 60 Madagascar 1.99 133 

Cambodia 3.14 106 Egypt 4.13 71 

Myanmar \ \ Panama 4.90 37 

Laos 3.27 102 Kazakhstan 4.20 68 

Vietnam 3.90 79 Uzbekistan \ \ 

Iran 4.35 57 Turkmenistan \ \ 

Iraq \ \ Tajikistan 3.34 99 

Turkey 3.39 127 Kyrgyzstan 3.05 109 

Syria \ \ Georgia 4.19 69 

Jordan 4.34 58 Azerbaijan 4.54 51 

Lebanon 2.79 113 Armenia 3.85 80 

Palestine \ \ Russia 4.93 35 

Saudi Arabia 5.20 29 Ukraine 3.95 78 

Yemen 1.83 135 Belarus \ \ 

Oman 4.90 36 Moldova 3.74 88 

United Arab 

Emirates 
6.26 5 Croatia 4.65 48 

Qatar 5.83 13 Bosnia 3.30 100 

Kuwait 4.26 64 Montenegro 4.16 70 

Bahrain 5.07 33 Serbia 4.09 75 

India 4.22 66 Albania 3.56 94 

Pakistan 3.03 110    

Source: Global Competitiveness Report 2017-2018 
Note: Only the top 136 countries and regions are shown in the report. The score is incremented by 1-7, 

indicating a gradual increase in the quality of the facility. 



 

In addition, the differences in the standards of infrastructure between countries 

along the B&R are also relatively large. From the perspective of railway facilities, 

there are a range of widely used standards including standard rails (1453 mm), narrow 

rails (1000 mm) and wide rails (1520 mm). Due to the different standards used in 

different countries, it is necessary to change rails during the transportation of goods. 

This not only increases the transportation time and cost, but also hinders the smooth 

development of cooperation between countries. From the perspective of 

communication facilities, there are currently 4 standards for 3G which have been 

identified by the International Telecommunication Union, namely WCDMA, 

CDMA2000, TD-SCDMA and WiMAX. Different countries not only have differences 

in standards, but also frequency. Therefore, there are many obstacles in the 

cooperation process in this field. 

 

2. Short of long-term financial support 

Development of the financial markets in country along the BRI developing 

countries are slowly, and infrastructure construction lacks long-term financial support. 

Infrastructure construction projects generally have the characteristics of large 

investment, long cycle and weak profitability, making social funds less willing to 

intervene in this field. Moreover, the countries along the B&R have large social and 

environmental differences, which contribute to prominent political risks and national 

security issues, further limiting the inflow of funds. There is no doubt that the main 

reason for the lack of infrastructure investment in various countries is the insufficient 

development of financial markets in the country or the local area, which makes it 

difficult to make up for the funding gap. Table 8.3.2-2 reports on the development of 

financial markets in countries along the B&R. Comparing Table 8.3.2-1 and Table 

8.3.2-2, it can be found that there is a close relationship between the two. Therefore, it 

can be said that due to the lag in the development level of financial markets along the 

B&R, these countries lack long-term financial support in the field of infrastructure 

construction and cannot provide sufficient power guarantee for infrastructure 

construction. Specifically, it can be seen from the table that there is only one country, 

Singapore, whose financial market development is in the top 10 of the world. There 

are 9 countries ranked between 20-50, 25 countries ranked between 50-100, and 22 

ranked after 100 (including unreported). It is obvious from the number of countries in 

the ranking stage that the ranking of countries along the “One Belt and One Road” is 

mainly after 50, and the countries after 50 are as high as nearly 80%, while the 

countries ranked in the top 20 account for only 5%. The gap is very obvious, which 

fully illustrates the backwardness of the development of financial markets in countries 

along the B&R. This ultimately led to the inability of countries to obtain sustained 

financial support during the infrastructure construction process. 

 

Table 8.3.2-2 Degrees of Development of Financial Markets of Countries along the 

B&R 

Countries 

Degree of 

Development of 

Financial Market 

Ranking Countries 

Degree of 

Development of 

Financial Market 

Ranking 

China 4.23 48 Bangladesh 3.60 98 

Mongolia 3.00 129 Afghanistan \ \ 

Korea 3.90 74 Sri Lanka 3.78 83 

East Timor \ \ Maldives \ \ 

Singapore 5.66 3 Nepal 3.91 73 



Malaysia 4.96 16 Bhutan 4.01 67 

Thailand 4.44 40 South Africa 4.35 44 

Indonesia 4.50 37 Morocco 3.93 72 

Philippines 4.19 52 Ethiopia 3.41 109 

Brunei 3.75 87 Madagascar 3.10 123 

Cambodia 4.09 61 Egypt 3.89 77 

Myanmar \ \ Panama 4.99 14 

Laos 3.89 75 Kazakhstan 3.30 114 

Vietnam 3.91 71 Uzbekistan \ \ 

Iran 3.02 128 Turkmenistan \ \ 

Iraq \ \ Tajikistan 3.49 105 

Turkey 3.82 80 Kyrgyzstan 3.75 86 

Syria \ \ Georgia 4.06 63 

Jordan 3.99 70 Azerbaijan 3.84 79 

Lebanon 3.89 76 Armenia 3.88 78 

Palestine \ \ Russia 3.45 107 

Saudi Arabia 4.16 56 Ukraine 3.11 120 

Yemen 2.18 136 Belarus \ \ 

Oman 4.16 54 Moldova 3.08 124 

United Arab 

Emirates 
4.76 24 Croatia 3.65 95 

Qatar 4.71 25 Bosnia 3.50 104 

Kuwait 4.07 62 Montenegro 4.24 47 

Bahrain 4.30 46 Serbia 3.56 101 

India 4.37 42 Albania 3.81 81 

Pakistan 3.64 96 Countries   

Source: Global Competitiveness Report 2017-2018 

 

In addition, the sources of funds available to countries along the B&R are mainly 

AIIB, Silk Road Fund and other related cooperation funds at present. And the amount 

of these financial supports is in line with the needs of countries along the B&R, it is 

difficult to fill the gap. In short, the singularity of financing channels is also one of the 

key factors hindering the improvement of infrastructure construction along the B&R. 

 

3. Diversified interests 

The motivations of all the country are very different, and it is difficult to 

coordinate the interests of all parties. The BRI covers 59 developing countries and 

transition economies, involving residents, enterprises, governments and other 

departments. In the implementation of various cooperation projects, it will inevitably 

infringe on the interests of certain groups, for example, the issue of land ownership 

that may be faced in the course of railway laying; the employment of local residents 

in the course of engineering construction. The successful implementation of each 

project is the result that China and the project partner countries achieved after 

multiple negotiations. In this process, the transaction costs are enormous. 

In addition, even after the project is completed, there is still the possibility of 

default or the project cannot be built. For example, in December 2016, China and Sri 

Lanka signed a project cooperation to purchase 80% of the shares of Hambantota 

Port. However, during the implementation of the project, they suffered opposition 

from Sri Lanka’s domestic trade unions and former presidents and India, eventually 

resulting in holding on of the cooperation in 2017. Therefore, due to the different 

interests and demands of different countries and different strata, frictions will occur 



more or less in the process of infrastructure cooperation, hindering the smooth 

development of project construction. 

 

4. Security issues in investment  

Geopolitical relations are complex and infrastructure investment security is 

insufficient. At present, countries with strong demand in infrastructure construction 

are mainly concentrated in Central Asian countries and Myanmar, Indonesia, 

Malaysia, Pakistan, Sri Lanka and other countries. Some of these countries are 

suffering domestic political turmoil, and some frequent internal disturbances. They 

are often accompanied by terrorist attacks and threats from extremist forces, which 

have caused great adverse effects on infrastructure construction. In addition, as a 

global strategic highland, the United States, Japan, India and other countries have paid 

great attention to their role in the region and have proposed a series of plans in Asia. 

For example, the US Asia-Pacific rebalancing and the new Silk Road plan and Japan’s 

new Silk Road concept. These are similar to the BRI proposed by China. With the 

launch of the “One Belt and One Road” initiative, these countries began to worry 

about their own interests in the Asian region, and put forward the views of “China 

threat theory” and “China hegemony”. Under the various forces, the positions of 

countries along the B&R are erratic, increasing the uncertainty of infrastructure 

construction, and thus causing poor infrastructure capacity along the B&R. 

8.4 Key Partners in Infrastructure Cooperation along the B&R 

As of May 2018, there are 59 developing countries and transition economies 

along the B&R104. In the process of cooperation, it is impossible to treat all countries 

equally, for China’s resources are limited, and the location of each country in the 

B&R layout is also different. Therefore, in order to better promote the cooperation of 

the B&R infrastructure, it is necessary to make a hierarchical distinction according to 

the characteristics of each country and its connection with other countries. In the 

process of cooperation, priority should be given to cooperating with the countries at 

the hub nodes to form a pole, which will continue to radiate to other countries and 

eventually form a comprehensive coverage network. Considering that “One Road” 

relies mainly on ports for exchanges, the “One Belt” is more dependent on land 

transportation. Therefore, the following distinctions between “One Belt” and “One 

Road” are discussed separately in the selection of key countries. 

8.4.1 Key Countries along the 21st Century Maritime Silk Road 

Since the beginning of the new century, the development of the marine economy 

has become an important part of the national economic development of coastal 

countries and regions. Therefore, in October 2013, during the visit to ASEAN, 

General Secretary Xi Jinping proposed an initiative to jointly build the “21st Century 

Maritime Silk Road” with the aim of rebuilding the Maritime Silk Road with 

openness and reform, and realizing the coordinated development of countries along 

the B&R. The improvement of port facilities plays a vital role in the construction of 

                                                        
104 Mongolia, East Timor, Singapore, Malaysia, Thailand, Indonesia, Philippines, Brunei, Cambodia, Myanmar, 

Laos, Vietnam, Iran, Iraq, Turkey, Syria, Jordan, Lebanon, Palestine, Saudi Arabia, Yemen, Oman, United Arab 

Emirates, Qatar, Kuwait, Bahrain, India, Pakistan, Bangladesh, Afghanistan, Sri Lanka, Maldives, Nepal, Bhutan. 

South Africa, Morocco, Ethiopia, Madagascar, Egypt in Africa. Panama in Latin America. Commonwealth of 

Independent States: Kazakhstan, Uzbekistan, Turkmenistan, Tajikistan, Kyrgyzstan, Georgia, Azerbaijan, Armenia, 

Russia, Ukraine, Belarus, Moldova, Croatia, Bosnia and Herzegovina, Montenegro, Serbia, Albania, Macedonia. 



the 21st Century Maritime Silk Road. Facing the complex international situation 

today, giving full play to the advantages of resource integration is an important 

prerequisite for realizing the linkage development of ports and promoting regional 

connectivity in developing countries along the B&R. 

 

1. Country Selection Based on Shipping Network Space Layout 

Based on the complex network theory, the port is abstracted as the node and the 

port between the ports as the correlation edge, the influence of the port in the shipping 

network is analyzed. As shown in Table 8.4.1, the ports in the first gradient includes 

Singapore, Malaysia, Saudi Arabia and China; the ports in the second gradient 

includes Malaysia, China, Sri Lanka, Egypt, Thailand, Pakistan; the ports in the third 

gradient includes China, Oman, Vietnam, the Philippines, India, Saudi Arabia, Iran, 

and Bangladesh; the fourth gradient ports includes India, China, United Arab 

Emirates, Thailand, Egypt, and Turkey; the fifth gradient ports includes China, United 

Arab Emirates, Turkey, Indonesia, Pakistan. 

 

Table 8.4.1 Connection Values of Ports along the Maritime Silk Road in the 21th 

Century 
First Gradient Second 

Gradient 

Third Gradient Fourth Gradient Fifth Gradient  

17-28 11-16 7-10 3-6 1-2 

Singapore, 

Kelang, 

Shanghai, 

Jeddah, 

Shenzhen 

Tanjong 

Pelepas, 

Ningbo-

Zhoushan, 

Qingdao, 

Colombo, 

Guangzhou, 

Xiamen, Sed, 

Laem Chabang, 

Karachi 

Tianjin, Sierra 

Leone, Dalian, 

Ho Chi Minh, 

Manila, 

Mundra, Abbas, 

Lianyungang, 

Chita, 

Chennai, 

Fuzhou, Yantai, 

Jawaharlal 

Nehru, Abu 

Dhabi, 

Bangkok, 

Alexandria, 

Mersin 

Quanzhou, 

Rizhao, Yingkou, 

Sharjah, Ambarli, 

Tangshan, 

Dandong, 

Nanjing, 

Dongguan, 

Taicang, Tanjung 

Priok, Tanjung 

Pyriaco, Gwadar 
Source: Yuan Lilin, Ji Peng. Optimization of Regional Hub Ports along the “21st Century Maritime 

Silk Road” [J]. Economic Geography, 2017, No. 11. 

Note: (1) The second roll in the table shows connection value which is calculated as: 𝐶𝐷(𝑖) = ∑ 𝑥𝑖𝑗
𝑁
𝑗 , 

where i and j represent port nodes, and N represents the total number of ports, when there are adjacent 

edges between node i and node j,  𝑥𝑖𝑗 = 1, otherwise, 𝑥𝑖𝑗 = 0. The calculated connection value is 

divided into five gradients according to the natural breakpoint method. (2) The above table only reports 

the ports of developing countries and transition economies along the B&R. 

 

Specifically, in the process of port facility interconnection, China can give 

priority to strengthening cooperation with the top three gradient countries, including 

Singapore, Malaysia, Saudi Arabia, Sri Lanka, Egypt, Thailand, Pakistan, Oman, 

Vietnam, and the Philippines. India, Iran and Bangladesh. Among them, Sri Lanka 

and Pakistan are key partners. By strengthening cooperation with the ports of 

Colombo and Gwadar, it will not only open up a new international channel to 

facilitate shipping in countries along the B&R, but also promote the development of 

the domestic economy of Sri Lanka and Pakistan by promoting the development of 

the port of Colombo and Gwadar.  

 

2. Country Selection Based on Hub Port Construction 

Furthermore, country choices can be made from the perspective of the 21st 

century maritime silk hub route. Transportation cost is a key concern in the 



transportation of goods. Based on O’Kelly’s hub location optimization method and 

minimum transportation cost rule, the maritime Silk Road hub route is: Shenzhen, 

Guangzhou (China)- Singapore (Southeast Asia)- Colombo/ Gwadar (South Asia)- 

Jeddah Port (West Asia and North Africa)- Port Said (Mediterranean coast). These 

ports are located in Singapore- Sri Lanka/ Pakistan- Saudi Arabia- Egypt. Therefore, 

in the process of cooperation, priority should be given to strengthening cooperation 

with these countries. However, it should be noted that the choice of Singapore Port is 

mainly based on its core position on the international hub route, and the port has a 

high level of development and complete facilities. 105  Therefore, in terms of 

cooperation, China should treat Singapore and other countries differently. Singapore 

Port should serve as a benchmark for the construction of China’s port facilities, and 

close cooperation between the two countries to minimize the uncertainty of maritime 

transport. In the cooperation of other ports, China should focus more on the sharing of 

technology and experience, and build a closer regional cooperation network through 

port linkage development. 

8.4.2 Key Countries along the Silk Road Economic Belt 

The choice of key countries along the Silk Road Economic Belt is mainly based 

on the development of the land transportation network. From the map of the Silk 

Road Economic Belt, Central Asia, Eastern Europe and West Asia together form the 

core area of the Silk Road Economic Belt and are the key selection areas for countries 

along the B&R. Cao Xiaoshu et al. (2015)106 screened key countries along the B&R 

based on the accessibility of countries and the degree of urban spatial connectivity. 

 

1. Country Choice of Good Urban Accessibility 

From the perspective of urban accessibility, there are two routes with good 

accessibility: one is from Longhai to Lanxin to Northern Kazakhstan and Russia; the 

other is from the northern Almaty branch to Tashkent to Ashkhabad to Tehran to 

Baghdad to Ankara and Istanbul. The developing countries involved are Kazakhstan, 

Russia, Uzbekistan, Turkmenistan, Iran and Turkey. 

 

2. Country Choice of Close City Connection  

From the perspective of city connection, there are four lines: the first is the 

Longhai-Lanxin-Kazakhstan Northern Corridor, and the key core cities include 

Almaty, Astana, Moscow, St. Petersburg, Minsk and Kiev; the second is Longhai- 

Lanxin-transnational southwest corridor, key core cities including Tashkent, 

Ashgabat, Tehran, Baghdad, Ankara and Istanbul; the third is the South Xinjiang-

Pakistan Corridor, with key core cities including Islamabad, Lahore and Karachi; the 

fourth is the Central Asian Transnational Corridor, with key cities including Bishkek, 

Dushanbe and Kabul. The countries with the above key core cities include 

Kazakhstan, Russia, Belarus, Ukraine, Uzbekistan, Turkmenistan, Iran, Iraq, Turkey, 

Pakistan, Kyrgyzstan, Tajikistan and Afghanistan. 

8.4.3 Summary 

From the above analysis, countries through selection of the 21st Century 

                                                        
105 Yuan Lilin, Ji Peng. Optimized Selection of Regional Hub Ports along the 21st Century Maritime Silk Road[J]. 

Economic Geography, 2017, No.11, pp. 1-9. 
106 Cao Xiaoyu et al. Accessibility of the Silk Road Economic Belt Based on Land Transportation and Urban Space 

Connection [J]. Progress in Geography, 2015, No. 6, pp. 657-666. 



Maritime Silk Road and the Silk Road Economic belt through the hub port route and 

land transport network are both repetitive and different. After screening, the key 

countries that are both “One Belt” and “One Road” are Iran and Pakistan; the key 

countries only belong to “One Road” are Singapore, Malaysia, Saudi Arabia, Sri 

Lanka, Egypt, Thailand, Oman, Vietnam, Philippines, India. Egypt; key countries 

only belong to the “One Road” are Kazakhstan, Kyrgyzstan, Tajikistan, Russia, 

Turkmenistan, Uzbekistan, Turkey, Russia, Belarus, Ukraine, Iraq and Afghanistan. 

These countries constitute key partners in infrastructure cooperation under the “One 

Belt and One Road” framework. 

8.5 Guarantee Mechanism for Infrastructure Cooperation  

8.5.1 Promoting Standardization Construction 

Differences in infrastructure standards are one of the important factors hindering 

cooperation between countries along the B&R. Therefore, in order to increase the 

space for cooperation between countries along the B&R in the field of infrastructure, 

standardization cooperation should be promoted. First of all, the transition plan should 

be negotiated as soon as possible in the field of railway facilities, to achieve smooth 

roads between countries. Secondly, in the field of telecommunications, it is preferred 

to cooperate among communication companies with the same standard; in the case of 

different system implementations, the party with low level of communication 

development can switch the system and better enjoy the spillover effect of countries 

with higher development levels. Finally, the standardization process should be raised 

to the institutional level, and the standard system for infrastructure construction 

should be unified through consultations among the partner countries. At present, the 

“One Belt and One Road” Action Plan (2018-2020) formed is only a temporary 

document and proposes the short-term goal of standardization construction. There is a 

long way to go to truly standardize the construction of countries along the B&R. 

Therefore, pilot projects can be prioritized in several key areas, and, they will be 

gradually extended to all developing countries along the B&R at maturity. For 

example, the Chinese standard can be directly promoted in some countries or regions. 

At present, the Yaghi Railway built in Ethiopia has overcome the track transition 

problem using China’s standard. In other respects, it is also possible to promote 

Chinese technology to the countries along the B&R through pilot construction to 

continuously eliminate people’s worries and doubts. 

8.5.2 Strengthening Financial Support Capabilities 

The high risk of infrastructure construction, the low paying ability in countries 

along the B&R, and the restrictions on private capital participation have led countries 

along the B&R to encounter funding bottlenecks in improving infrastructure 107 . 

Therefore, in order to provide sufficient financial support to the countries along the 

B&R in the infrastructure construction process, it is necessary to take measures from 

various aspects. 

 

1. Improve the Capital Markets of Countries along the B&R 

At present, among the countries along the “One Belt and One Road”, except for 

Hong Kong (China) and Singapore, the capital markets of other countries and regions 

                                                        
107 Shen Mengxi. Funding Bottlenecks and Countermeasures for Infrastructure Construction of “One Belt and 

One Road” [J]. International Trade, 2016, No.11, pp. 33-37. 



are at relatively low level. According to the World Bank, 57% of infrastructure 

investment and financing will be completed through the bond market by 2022. 

Therefore, optimizing the capital markets of countries along the B&R, especially the 

construction of the bond market, can break the situation that infrastructure 

construction relies heavily on bank loans and optimize infrastructure financing. 

Possible measures include further prosperity and opening up of domestic capital 

markets, especially the bond market, providing the possibility for developing 

countries to use China’s idle capital; and it provides the chance of increasing the 

internationalization of RMB and promoting the use of RMB in countries along the 

B&R. 

 

2. Ways to Broaden the Funding Sources of Countries along the B&R 

At present, the sources of funds for investing in infrastructure are mainly Asian 

Investment Bank, Ideas Funds and international organizations such as the World 

Bank. The sources are relatively simple. Because of the huge funding gap in 

infrastructure construction, it is not enough to rely solely on these organizations. 

Therefore, in order to ensure the sustainability of infrastructure construction in 

countries along the B&R, the source of funding should be continuously expanded. 

The measures that can be taken include the absorption of local Silk Road funds, 

commercial banks, social security funds and other social capital in the country. It can 

also absorb the investment of international financial institutions, social organizations 

and other capital, through equity investment or loans for BRI infrastructure 

construction. 

 

3. Improve Private capital Guarantee and Exit Mechanism 

At present, public-private partnership (PPP) has become an important model for 

absorbing social idle capital for investment. However, since the financial markets of 

countries along the B&R are not sound, in order to maximize the participation of 

private capital in the field of infrastructure construction, it is necessary to improve the 

protection and withdrawal mechanism of private capital. The measures that can be 

taken include policy insurance, designing corresponding insurances for the risk level 

of different projects, and ensuring the security of private capital. It is also necessary to 

improve the mechanism of equity liquidation, repurchase and transfer after private 

capital participates in PPP projects, and to resolve the worries of private capital 

withdrawal. 

8.5.3 Building an Infrastructure Project Cooperation Platform 

Project cooperation is the main way for countries along the B&R to cooperate in 

the field of infrastructure construction108. Because of the large number of countries 

covered by the BRI, the interests of different classes are more difficult to coordinate. 

Therefore, in order to better coordinate the interests of all parties, a project 

cooperation platform for information sharing should be established. First, establish a 

network platform for the cooperation of infrastructure projects in developing 

countries along the B&R, and set up specialized agencies for consultation and 

management. The services that the platform can provide include cooperation project 

information, coordination of time, place of negotiation and bidding information of 

infrastructure projects. At the same time, the platform also needs to publish the 

standards and regulations of the infrastructure and the regulations of the cooperation 

                                                        
108 We will have a special discussion in the chapter 10 on project cooperation. 



process, to implement unified management of infrastructure cooperation and reduce 

the friction that countries may have in the process of cooperation. Secondly, from the 

perspective of each partner, it is necessary to promptly and proactively report the 

information to the platform for unified management by the platform. This requires the 

platform to reduce unnecessary formalities in the handling of transactions and to 

implement the principle of doing things, thereby reducing the risk of increased time 

costs through third-party negotiations. Through this means, information sharing can 

be better realized, the information asymmetry between partners should be eliminated, 

and the possibility of friction occurring should be reduced to the greatest extent. 

8.6 Conclusion  

Strengthening infrastructure cooperation with developing countries and transition 

economies along the B&R is a prerequisite for achieving coordinated development 

along the region. In the past five years of exploration and practice, countries along the 

B&R have achieved fruitful results in the field of infrastructure. There is no doubt that 

it has been questioned in various fields. 

For example, during the construction of the Yawan Railway in Indonesia, the land 

acquisition problem in Indonesia was not properly solved, causing the project to be 

built in twists. In March 2017, a report by the Kyodo News Agency stated that 

although the Yawan high-speed railway had started construction, the progress of the 

project was slow, and whether it was planned to complete before the end of 2019 was 

questioned. The report even rumored that “Indonesia has increased distrust of China” 

in this regard. At the beginning of 2018, the Indonesian Ocean Affairs Coordinator 

Luhut clarified that “China as a major investor has always been fulfilling the 

agreement reached between the two countries”, the slow progress of the project is not 

a financial issue, but “our own problem”. The “One Belt and One Road” initiative 

will ultimately achieve the common development along the B&R, China will spare no 

effort to fulfill its commitments. In June 2018, the control project of the Yawan High-

speed Railway made a breakthrough. China has made the best explanation for the 

challenge with practical actions. 

In another example, during the construction of Gwadar Port, some people in 

Pakistan believed that Chinese companies had made too much profit from Gwadar 

Port and the agreement was unfair. Subsequently, Pakistani parliamentarian Abasi 

came forward to say that “Gwadar Port will greatly benefit Pakistan, energy projects 

can effectively alleviate Pakistan’s energy crisis, and will create a large number of 

employment opportunities in the construction”. The construction of B&R always 

adheres to the principle of “communicating, building and sharing”. The purpose of 

interconnection is to improve the infrastructure construction of countries and facilitate 

trade and investment between countries along the B&R. Through cooperation, 

although it can promote the output of China’s production capacity, China also needs 

to bear the risk of investment and the massive output of capital and technology. In the 

face of external doubts, the partner government has given the best response. This fully 

shows that China’s efforts have been recognized and supported by the partners. 

Although the infrastructure construction of the “One Belt and One Road” is vast, it is 

worth looking forward to. 

  



Annex 8.1 Basic Conditions of Transportation Infrastructure in BRI Countries in 2016 

Countries 
Volume of Air 

Cargo Shipments 

Total Length of 

Railway 

Port 

Throughput 

Port Facility 

Quality 

Unit Million Tons/KM Kilometer TEU Order 1-7109 

China 21304.6  67092.0  199565501  4.5  

Mongolia 8.0  1810.0  \ 1.4  

Korea 10806.0  4071.0  26373000 5.2  

East Timor \ \ \ \ 

Singapore 6695.8  \ 3168800 6.7  

Malaysia 1149.9  2250.0 24570000  5.6  

Thailand 2160.1  5327.0 8239363  4.5  

Indonesia 974.6  4684.0 12431700  3.8  

Philippines 665.1  \ 7421441  3.2  

Brunei 124.3  \ 124919  \ 

Cambodia 1.4  \ 482000  3.7  

Myanmar 5.1  \ 1026216  2.6  

Laos 1.5  \ \ 2.2  

Vietnam 451.3  2347.0  8495730  3.9  

Iran 139.2  8576.0  2452000  3.9  

Iraq 1.0  2138.0 \ \ 

Turkey 3493.9  10131.0  8851485  4.5  

Syria 0.0  2139.0 636287  \ 

Jordan 144.2  508.2 777516  4.0  

Lebanon 45.6  \ 1147219  3.9  

Palestine \ \ \ \ 

Saudi Arabia 834.0  1412.0 7677000  4.8  

Yemen \ \ 200000  \ 

Oman 425.2  \ 3944000  4.9  

United Arab 

Emirates 
16138.9  \ 20413200  6.5  

Qatar 9206.2  \ 495952  5.6  

Kuwait 223.0  \ 1262174  4.0  

Bahrain 387.3  \ 269331  5.4  

India 1893.9  65436.0 12083010  4.2  

Pakistan 175.5  7791.0 2645100  4.1  

Bangladesh 54.0  2835.0 2366651  3.6  

Afghanistan 29.0  \ \ \ 

Sri Lanka 403.1  \ 5550000  4.3  

Maldives 6.9  \ 81744  \ 

Nepal 4.9  \ \ 1.6  

Bhutan 0.7  \ \ 1.8  

South Africa 767.3  20500.0 4355320  4.9  

Morocco 53.8  2109.0  3810000  4.8  

Ethiopia 1500.1  \ \ 3.2  

Madagascar 12.0  \ 170281  3.2  

                                                        
109 1=extremely underdeveloped to 7=well developed 



Egypt 374.4  5153.0  6776300  4.3  

Panama 126.1  \ 6266502  6.3  

Kazakhstan 38.9  15529.8  \ 2.9  

Uzbekistan 112.3  4304.0  \ \ 

Turkmenistan 6.0  3115.0  \ \ 

Tajikistan 4.9  597.0  \ 2.1  

Kyrgyzstan 0.1  424.0  \ 1.5  

Georgia 0.2  1415.0  303537  4.0  

Azerbaijan 732.8  2074.0  \ 4.3  

Armenia \ 679.4  \ 2.1  

Russia 5863.2  85375.0  3923662  3.9  

Ukraine 40.5  21603.0  588000  3.2  

Belarus 1.3  5459.0  \ \ 

Moldova 0.5  1151.0  \ 2.2  

Croatia 0.7  2605.0  196850  4.5  

Bosnia \ 1018.1  \ 2.0  

Montenegro 0.1  \ \ 4.2  

Serbia 4.7  3809.0 \ 2.7  

Albania \ 432.0 \ 4.2  

Macedonia \ 683.0  \ 3.6  
Source: World Bank WDI Database, World Economic Forum Global Competitiveness Report 
Note: \ indicates that the data is not counted or not yet published, and italics indicates that the 2013 

data is used. 

 

Annex 8.2 Developments of Communication Facilities in BRI Countries in 2016 

Countries 
Fixed 

Broadband 

Fixed 

Telephone Rate 

Mobile 

Network 

Secure Internet 

Server 

Unit % 
Per Hundred 

People 

Per Hundred 

People 

Per Million 

People 

China 22.99  14.72  97.25  209.12  

Mongolia 7.47  7.44  111.24  1546.02  

Korea 40.47  55.20  120.68  1196.51  

East Timor 0.08  0.21  117.61  11.57  

Singapore 25.99  35.54  150.48  58690.33  

Malaysia 8.72  15.51  140.80  4836.98  

Thailand 10.48  6.83  173.78  579.73  

Indonesia 2.00  4.12  147.66  1283.85  

Philippines 5.47  3.71  109.37  88.06  

Brunei 8.53  17.54  123.69  1604.86  

Cambodia 0.61  1.44  126.35  55.17  

Myanmar 0.17  0.97  95.65  9.91  

Laos 0.36  18.74  58.57  16.62  

Vietnam 9.61  5.92  127.53  1335.39  

Iran 11.61  38.24  100.30  224.34  

Iraq \ 5.46  81.19  10.22  

Turkey 13.21  13.93  94.40  3366.68  

Syria 5.48  18.80  72.43  12.42  



Jordan 4.83  4.27  103.84  108.94  

Lebanon 21.64  30.24  81.42  133.67  

Palestine \ \ \ \ 

Saudi Arabia 10.19  11.27  148.51  167.62  

Yemen 1.56  4.23  59.57  3.33  

Oman 6.43  9.55  155.18  142.79  

United Arab 

Emirates 
14.00  24.66  214.73  1297.00  

Qatar 9.87  18.18  142.13  414.14  

Kuwait 2.50  9.95  133.07  474.79  

Bahrain 16.29  19.64  210.14  359.78  

India 1.41  1.84  85.17  123.05  

Pakistan 0.85  1.61  70.65  121.43  

Bangladesh 4.05  0.47  83.45  63.24  

Afghanistan 0.03  0.33  62.34  44.38  

Sri Lanka 4.29  11.92  124.03  305.21  

Maldives 6.85  4.94  189.86  479.00  

Nepal 0.77  2.96  110.83  149.19  

Bhutan 2.07  2.64  87.54  108.96  

South Africa 2.05  8.07  147.13  9477.80  

Morocco 3.56  5.87  117.68  283.02  

Ethiopia 0.55  1.12  50.02  0.72  

Madagascar 0.11  0.60  32.13  4.93  

Egypt 4.67  6.39  102.20  35.78  

Panama 9.59  15.91  127.46  2155.62  

Kazakhstan 13.06  21.85  141.96  1232.26  

Uzbekistan 8.73  10.85  73.98  202.18  

Turkmenistan 0.07  11.74  151.43  4.52  

Tajikistan 0.07  5.36  107.61  19.95  

Kyrgyzstan 4.04  6.42  127.84  103.04  

Georgia 17.57  21.24  140.95  2367.17  

Azerbaijan 18.55  17.48  104.77  259.27  

Armenia 10.23  18.18  117.43  272.65  

Russia 19.12  22.42  159.15  3541.14  

Ukraine 12.22  20.14  135.20  3948.26  

Belarus 32.36  47.63  120.67  2257.60  

Moldova 13.73  28.85  93.32  2837.10  

Croatia 24.77  34.08  104.77  14603.82  

Bosnia 18.84  21.18  96.79  1432.56  

Montenegro 18.27  23.55  165.56  223.30  

Serbia 20.78  37.53  130.24  5801.40  

Albania 9.10  8.50  115.15  443.02  

Macedonia 18.33  17.70  98.52  497.80  

The World 12.47  13.49  100.68 3511.41  
Source: World Bank WDI Database 
Note: \ indicates that the data is not counted or has not been published. 

 

Annex 8.3 Urban Infrastructure Situations in BRI Countries in 2014 



Countries Power rate Power Consumption 
Transmission and 

Distribution Loss 

Unit % KWh per Capita % 

China 100.00 3927.04 5.47 

Mongolia 81.78 2017.51 14.75 

Korea 100.00 10496.51 3.35 

East Timor 63.39 \ \ 

Singapore 100.00 8844.69 2.03 

Malaysia 100.00 4596.33 5.79 

Thailand 100.00 2539.61 6.07 

Indonesia 97.62 811.90 9.37 

Philippines 90.98 699.21 9.41 

Brunei 100.00 10242.80 6.41 

Cambodia 49.77 271.43 23.44 

Myanmar 57.01 216.78 20.49 

Laos 87.10 \ \ 

Vietnam 100.00 1410.91 9.20 

Iran 100.00 2985.69 12.60 

Iraq 100.00 1305.69 50.63 

Turkey 100.00 2854.57 14.82 

Syria 100.00 949.59 15.43 

Jordan 100.00 1888.12 10.75 

Lebanon 100.00 2892.77 10.47 

Palestine \ \ \ 

Saudi Arabia 100.00 9444.22 6.78 

Yemen 71.64 216.26 25.77 

Oman 100.00 6553.52 10.88 

United Arab 

Emirates 
100.00 11263.53 7.18 

Qatar 100.00 15309.43 6.05 

Kuwait 100.00 15213.42 11.66 

Bahrain 100.00 19592.23 3.94 

India 84.53 805.60 19.42 

Pakistan 99.15 471.04 17.41 

Bangladesh 75.92 310.39 11.40 

Afghanistan 84.14 \ \ 

Sri Lanka 95.59 531.27 11.44 

Maldives 100.00 \ \ 

Nepal 90.70 139.14 32.21 

Bhutan 100.00 \ \ 

South Africa 84.20 4198.40 8.39 

Morocco 100.00 901.13 14.70 

Ethiopia 42.90 69.72 18.46 

Madagascar 22.90 \ \ 

Egypt 100.00 1657.77 11.15 

Panama 93.42 2062.76 14.30 

Kazakhstan 100.00 5600.21 6.74 



Uzbekistan 100.00 1645.44 8.82 

Turkmenistan 100.00 2678.81 12.49 

Tajikistan 100.00 1479.78 17.02 

Kyrgyzstan 100.00 1941.22 23.73 

Georgia 100.00 2688.49 5.79 

Azerbaijan 100.00 2202.39 13.60 

Armenia 100.00 1965.78 11.99 

Russia 100.00 6602.66 10.03 

Ukraine 100.00 3418.59 10.78 

Belarus 100.00 3679.98 9.18 

Moldova 100.00 1386.23 21.53 

Croatia 100.00 3714.38 13.13 

Bosnia 100.00 3365.67 8.18 

Montenegro 100.00 4612.34 17.55 

Serbia 100.00 4271.74 15.44 

Albania 100.00 2309.37 23.69 

Macedonia 100.00 3497.00 19.89 

The World 87.38 16.22 8.26 
Source: World Bank WDI Database 
Note: The power rate is 2016 data and the remaining indicators are 2014 data. 

 

Annex 8.4 The Proportion of Various Power Generation Methods (Unit: %) 

Country 
Water 

Power  

Nuclear 

Power  

Natural 

Gas  

Oil 

Power  

Coal 

Power  

Renewable 

 Resources 

China 18.55 2.34 2.02 0.17 72.63 4.06 

Mongolia 0.00 0.00 0.00 4.50 92.34 3.16 

Korea 0.50 28.65 23.90 3.19 42.41 1.06 

East Timor \ \ \ \ \ \ 

Singapore 0.00 0.00 95.27 0.70 1.10 1.66 

Malaysia 9.08 0.00 50.07 2.37 37.86 0.63 

Thailand 3.19 0.00 68.28 0.99 21.64 5.89 

Indonesia 6.63 0.00 24.63 11.28 52.65 4.81 

Philippines 11.83 0.00 24.19 7.39 42.78 13.77 

Brunei 0.00 0.00 99.00 0.95 0.00 0.04 

Cambodia 60.54 0.00 0.00 10.69 28.21 0.56 

Myanmar 62.36 0.00 35.16 0.46 2.02 0.00 

Laos \ \ \ \ \ \ 

Vietnam 41.55 0.00 33.50 0.32 24.53 0.10 

Iran 5.05 1.63 71.32 21.66 0.19 0.15 

Iraq 4.33 0.00 21.95 73.73 0.00 0.00 

Turkey 16.13 0.00 47.85 0.85 30.27 4.76 

Syria 13.81 0.00 64.37 21.83 0.00 0.00 

Jordan 0.32 0.00 7.11 92.52 0.00 0.04 

Lebanon 1.08 0.00 0.00 98.92 0.00 0.00 

Palestine \ \ \ \ \ \ 

Saudi Arabia 0.00 0.00 51.16 48.84 0.00 0.00 

Yemen 0.00 0.00 38.56 61.44 0.00 0.00 

Oman 0.00 0.00 97.40 2.60 0.00 0.00 



United Arab 

Emirates 
0.00 0.00 98.39 1.34 0.00 0.27 

Qatar 0.00 0.00 100.00 0.00 0.00 0.00 

Kuwait 0.00 0.00 33.75 66.25 0.00 0.00 

Bahrain 0.00 0.00 99.97 0.03 0.00 0.00 

India 10.23 2.80 4.89 1.76 75.08 5.18 

Pakistan 29.84 4.83 25.11 39.67 0.16 0.38 

Bangladesh 1.05 0.00 82.01 14.70 1.97 0.27 

Afghanistan \ \ \ \ \ \ 

Sri Lanka 36.53 0.00 0.00 35.10 25.70 2.67 

Maldives \ \ \ \ \ \ 

Nepal 99.79 0.00 0.00 0.03 0.00 0.18 

Bhutan \ \ \ \ \ \ 

South Africa 0.39 5.53 0.00 0.08 93.00 1.00 

Morocco 5.69 0.00 19.48 13.10 55.03 6.69 

Ethiopia 95.63 0.00 0.00 0.09 0.00 4.27 

Madagascar \ \ \ \ \ \ 

Egypt 8.14 0.00 78.71 12.24 0.00 0.91 

Panama 54.20 0.00 0.00 36.80 7.40 1.59 

Kazakhstan 7.86 0.00 19.20 0.97 71.95 0.01 

Uzbekistan 21.35 0.00 74.20 0.36 4.08 0.00 

Turkmenistan 0.00 0.00 100.00 0.00 0.00 0.00 

Tajikistan 97.13 0.00 2.87 0.00 0.00 0.00 

Kyrgyzstan 91.26 0.00 0.80 0.58 7.36 0.00 

Georgia 80.37 0.00 19.63 0.00 0.00 0.00 

Azerbaijan 5.26 0.00 93.86 0.16 0.00 0.37 

Armenia 25.70 31.81 42.44 0.00 0.00 0.05 

Russia 16.50 17.02 50.22 1.01 14.90 0.07 

Ukraine 4.66 48.57 6.99 0.12 38.74 0.93 

Belarus 0.35 0.00 98.00 1.09 0.07 0.37 

Moldova 5.92 0.00 93.53 0.26 0.00 0.28 

Croatia 67.04 0.00 7.46 0.96 17.62 6.92 

Bosnia 36.73 0.00 0.19 0.27 62.82 0.00 

Montenegro 55.20 0.00 0.00 0.00 44.80 0.00 

Serbia 32.90 0.00 0.70 0.03 66.27 0.09 

Albania 100.00 0.00 0.00 0.00 0.00 0.00 

Macedonia 22.46 0.00 3.65 2.77 69.54 1.58 

World 16.22 10.62 21.58 4.10 40.66 5.98 
Source: World Bank WDI Database 
Note: All indicators above are 2014 data. 

  



9. The Oversea ETCZ between China and BRI Countries  

9.1 Its concept, background and significance  

9.1.1 The Concept 

The overseas Economic and Trade Cooperation Zone (ETCZ) refers to a special 

park in host country invested or run by Chinese-funded enterprise of an independent 

legal entity registered in the territory of the People's Republic of China (excluding 

Hong Kong, Macao and Taiwan). In the park, there is a clear leading industry, sound 

public service functions, and agglomeration and radiation effects. 

First of all, ETCZ is only a general term, and there are currently many different 

operation models. In practice, there are mainly industrial parks, export processing 

zones, science and technology parks, overseas resource development cooperation 

parks and free trade parks. For example, the Algeria China Jiangling ETCZ is an 

industrial park created to achieve the established industrial development goals; the 

Russian Ussurisk ETCZ is a special closed area supervised by a host country customs 

designated in the convenient transportation areas such as ports and airports, 

establishing necessary infrastructure in the region, implementing special processing 

trade management policies to attract Chinese capital and enterprises to enter the 

development of export processing zones; Hanzhong International Industrial Park is an 

organization managed by professionals. It aims to create a scientific and technological 

park for social wealth by encouraging relevant enterprises and scientific and 

technological institutions to pass cultural innovation and enhance competitiveness. 

The government or enterprises in the host country establish the Zambia China ETCZ, 

integrating resource development and processing. Nigeria's Lekki Free Trade Zone is 

a free trade zone 110 that is planned to develop as the most modern economic platform 

in Africa, integrating manufacturing, production, sales, import and export trade, 

tourism and leisure. 

Secondly, the overseas ETCZ is an important measure for the Ministry of 

Commerce to implement the “going out” strategy. The purpose is to establish a 

number of investment parks controlled by Chinese-funded enterprises in different 

regions of the country through national policy guidance and support to attract 

investment from domestic enterprises, so as to build a platform for domestic 

enterprises to invest abroad, and promote the sustainable development of “going out”. 

Third, the overseas ETCZ is a mode of foreign investment cooperation with 

Chinese characteristics. It is based on the development experience of special 

economic parks such as China's domestic economic and technological development 

zones. The foreign ETCZ at the national level, under the support of the Ministry of 

Commerce of the People's Republic of China, chooses a country that is friendly to 

China's political relations and whose domestic political environment is stable. On the 

basis of reaching a strategic consensus, it selects China's enterprises as the main body 

of business with strength and relevant conditions, and through the agreement signed 

by the enterprise with the host country, jointly established a foreign ETCZ. The 

enterprises that signed the agreement are obliged to attract more domestic enterprises 

to settle in the cooperation zone, form industrial clusters and industrial 

agglomerations, and give full play to the huge advantages of economies of scale. 

It should be pointed out that China's overseas ETCZ is different from the free 
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trade zone in the macro sense. According to the relevant interpretation of the World 

Trade Organization, the "free trade zone" means that more than two sovereign states 

or individual tariff bodies have signed the agreement and opened up the market to 

each other on the basis of the MFN status of the WTO. Cancelled in phase for 

customs and non-tariff barriers to goods, improving market access conditions for 

services and investments, resulting in specific areas of trade and investment 

liberalization. The overseas ETCZ refers to a small specific area established by a 

Chinese enterprise in a certain country or region to implement preferential taxation 

and special regulatory policies. 

In essence, the overseas ETCZ is an economic development zone for the 

overseas investment and construction of Chinese enterprises, or it is a special 

economic park that is built within a sovereign state or region, and is invested and 

constructed by Chinese enterprises according to the agreement signed by the host 

government and Chinese investment enterprises. Within the geographical scope of the 

economic cooperation zone, not only is there a well-supported investment 

environment, but also tax relief and other preferential policies and measures to 

promote the development of trade and investment. Therefore, the nature of the 

overseas ETCZ can be defined as closer economic and trade cooperation between 

China and other countries in a limited area. 

9.1.2 Background of overseas ETCZs 

Prior to 2005, under the leadership of enterprises, China's overseas cooperative 

parks began to explore new paths for overseas investment for the purpose of acquiring 

external resources, reducing costs, and expanding the international market. After 

2005, the Ministry of Commerce of the People's Republic of China proposed to 

establish an overseas ETCZ and issued a policy to encourage enterprises to invest in 

it. With the support of the government, China's overseas ETCZ entered a period of 

rapid growth. During this period, the Ministry of Commerce conducted two tenders 

for cooperation zones. After 2012, the Ministry of Commerce no longer adopts the 

bidding method, but the enterprise is the leader of the overseas ETCZ. The enterprise 

establishes the park, and then the Ministry of Commerce conducts auditing. Under the 

guidance of the “BRI”, China’s overseas ETCZs have developed rapidly. To sum up, 

the development of China's overseas ETCZs has experienced the following three 

stages of development. 

 

1.Self-exploration stage (1995-2005) 

Before 2005, China's overseas cooperative parks were dominated by enterprises. 

In order to gain access to external resources, reduce costs, expand the international 

market, and draw on the experience of China's economic and technological 

development zones and special economic zones, we tried to explore the initial phase 

of the path of overseas investment. The cooperative park at this stage is presided over 

by the enterprise to develop and construct, and to serve the development enterprise. 

During this period, the number of Chinese enterprises engaged in overseas production 

and management has been increasing, and the competition of trade enterprises has 

intensified. These enterprises entered the market, invested for construction, and then 

gradually formed a group effect, which has produced the prototype of China's 

overseas parks. The early overseas parks were self-issued by some companies. For 

example, the earlier Haier American Industrial Park; Fujian Overseas Chinese 

Industrial Company established an overseas processing trade zone in Cuba. At that 

time, there was no scientific planning and positioning of the established park, and the 



overseas park did not play much practical role. 

Since then, as more and more enterprises have joined the overseas market, trade 

frictions and barriers have increased, and Chinese enterprises are eager to “go out” 

and reduce or evade trade barriers, and have created the idea of establishing a foreign 

trade and economic cooperation zone. To a certain extent, China’s establishment of a 

foreign ETCZ is of a foreign aid nature. It can not only promote the development of 

the host country’s economy, but also serve as a platform for “Made in China” to allow 

more people from abroad to access and use “Made in China”. This will help increase 

the export of our products and drive the development of investment. As China's 

foreign trade frictions and disputes continue to increase, the desire of enterprises for 

foreign investment has become stronger. The theoretical circles also agree that 

Chinese enterprises should boldly "go out" to meet the challenges of the international 

market. In this context, the construction plan for overseas ETCZs came into being.111 

 

2. Rapid growth stage under government support (2005-2013) 

In 2005, the Ministry of Commerce proposed to establish an overseas ETCZ, and 

issued a number of policies to encourage Chinese enterprises to develop and invest in 

it. China's overseas ETCZs have entered a period of rapid growth under government 

support. 

With the support and encouragement of the government, cooperation in overseas 

economic and trade zones has gradually become an important platform for China's 

qualified enterprises to expand their foreign investment. In order to encourage and 

support domestic enterprises to better participate in overseas markets112, the Ministry 

of Commerce of the People's Republic of China proposed a strategic plan for the 

creation of a foreign ETCZ in 2005, and successively formulated a number of policy 

measures, such as government subsidies, to encourage Chinese enterprises to join 

overseas market. In 2006, the promotion of the construction of overseas ETCZs 

became one of the key projects of the Ministry of Commerce. In the same year, the 

Ministry of Commerce of China promulgated the "Basic Requirements and 

Application Procedures for Overseas China's ETCZs" and officially started the actual 

construction of the overseas ETCZs. The Ministry of Commerce also stated on several 

occasions that it is necessary to build a number of influential and profitable overseas 

ETCZs, and encourage qualified enterprises and provinces and cities to take the lead 

in exploring. At the Beijing Summit of the China-Africa Cooperation Forum in 2006, 

President Hu Jintao solemnly announced that he will establish 3-5 overseas ETCZs in 

African countries in the next three years to promote the development of China-Africa 

new strategic partnership and promote cooperation in greater scope, broader areas, 

and higher levels. 

In June 2006 and July 2007, the Ministry of Commerce initiated two tenders for 

cooperation zones, and approved the construction of 8 (first batch) and 11 (second 

batch) overseas ETCZs with a total investment of RMB 60 billion. 

By the end of 2008, China had more than 12,000 foreign direct investment 

enterprises in 174 countries and regions around the world. The investment industry 

has expanded from initial trade shipping and catering to production and processing, 

agricultural cooperation, resource development, project contracting and research and 
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development. In line with this, as of 2009, 19 overseas ETCZs have passed the 

assessment of the Ministry of Commerce and the Ministry of Finance, and become a 

national-level overseas ETCZ. Since then, local governments and enterprises have 

also responded positively, and the number and scale of overseas ETCZs have 

continued to increase. 

In 2012, the Ministry of Commerce proposed to change the construction mode of 

overseas ETCZs, and no longer use the method of bidding. Enterprises should be the 

leader of the overseas ETCZs, and the parks should be built first. After the 

compliance, the Ministry of Commerce and the Ministry of Finance will confirm the 

assessment. This made the number of ETCZs soared. By the end of 2013, there were 

57 overseas ETCZs. There were 9 state-level overseas ETCZs to be assessed by the 

Ministry of Commerce, attracting more than 1,600 enterprises. 

 

3. Fast development phase under BRI (2013-present) 

Driven by the BRI, the pace of construction of China's overseas ETCZs has 

accelerated. The number of overseas ETCZs newly added in the countries along the 

B&R is far greater than that of the cooperative areas built by countries not along the 

B&R. At the Economic Work Conference in 2017, President Xi Jinping specifically 

directed overseas parks to build innovative foreign investment cooperation methods 

along the B&R, with overseas industrial parks and logistics parks as carriers, combine 

support for foreign investment and promote for domestic equipment, services, 

technology, and standard “go global” and promote trade development and industrial 

development and regional coordinated development with investment. 

Since the BRI, China has signed 103 cooperation documents with the BRI 

initiative with 88 countries and international organizations, and the overseas ETCZ is 

an important starting point for the “BRI” which are of great significance for building 

One Belt, One Road and promotion of Sino-foreign cooperation and exchange. The 

basic idea of BRI is the combination of “point and line”, and the overseas ETCZ is the 

“point” among them, and it is constantly developing and extending. 

9.1.3 Construction mode of overseas ETCZs 

The construction of overseas ETCZs can be divided into two modes: 

government-led and enterprise-led. Among them, the government-led construction 

can be divided into three models: host government-led, Chinese government-led, and 

joint-led by host-state and Chinese government. Government-led is in most cases led 

by the host government. For example, the Jurong Industrial Park in Singapore is a 

typical government monopoly development model. For China, the role of the 

government is limited to the policy guidance and development guidance in the early 

stage of the park, as well as the preferential policies and low-interest loans provided 

during the construction of the park, will not participate more in the main construction 

of the park. 

In the overseas ETCZ approved by China, the leading construction mode is more 

for the enterprise. The main construction mode of the enterprise can be divided into 

three main modes: the construction of a single enterprise in China, the joint 

construction of multiple enterprises in China, and the joint construction of Chinese 

enterprises and host enterprises. 

 

1. China's single enterprise construction 

That is, Chinese domestic enterprises are leading the construction. The main 

construction enterprises are mostly enterprise groups that manage cross-sector and 



diversify their investment. These group companies have strong capital and experience 

in domestic and foreign operations, with strong comprehensive strength and strong 

international competitiveness. Therefore, economic risks and political risks can be 

effectively avoided in the business operations of the host country. 

 

2. China's multiple enterprise constructions 

That is to say, it is led by a group of companies with strong financial strength and 

rich project management experience, and jointly invested with other companies to 

establish. These leading large-scale enterprise groups are mostly well-known 

domestic enterprises, which can give full play to the advantages of financial strength, 

management organization and service functions. It is a good platform for small and 

medium-sized enterprises to carry out overseas business activities. Several enterprise-

led constructions include the following types: 

 (1) Joint venture construction between state-owned enterprises. For example, the 

investor in Nigeria's Lekki Free Trade Zone is China-Africa Lekki Investment Co., 

Ltd., which is developed by China Railway Construction Co., Ltd., China Civil 

Engineering Group Co., Ltd., China-Africa Development Fund Co., Ltd. and Nanjing 

Jiangning Economic Technology and large state-owned enterprises as a joint venture. 

 (2) For joint venture between state-owned enterprises and private enterprises, 

for example, the Nigerian Guangdong ETCZ, the main construction company is 

Guangdong Xinguang International Group China-Africa Investment Co., Ltd., which 

is a joint venture company established by Guangdong Xinguang International Group 

state-owned enterprise and private enterprise Guangdong Zhongnan Chuangzhan 

Group. 

 (3) For joint venture construction between private enterprises, for example, 

China's Vietnam Longjiang ETCZ is invested and built by Qianjiang Investment 

Management Co., Ltd., which is jointly established by Sichuan Gansheng Mining Co., 

Ltd., Zhejiang Xieli Leather Co., Ltd. and Hailiang Group Co., Ltd. 

 

3. Sino-foreign joint venture construction 

Sino-foreign joint venture construction is a joint venture between a Chinese 

investment company and a host country enterprise or government. On the one hand, 

Sino-foreign joint ventures can obtain funds to develop parks, and on the other hand, 

they can effectively avoid international risks by cooperating with local enterprises and 

governments. 

The Sino-foreign joint venture construction in the overseas ETCZ is divided into 

two forms. One form is a joint venture with the host government. The government 

provides the land use rights of the park to the cooperative area for free, generally 

accounting for the minority equity of the cooperative development company. For 

example, Zambia China ETCZ, China Nonferrous Metals Group holds 95% of the 

shares, and China National Africa Mining Co., Ltd. provides the land use rights of the 

West Copper Mine to the cooperation zone for free, and shares are 5%. Another form 

is joint venture with local companies in the host country. For example, Taizhong 

Luoyong Industrial Park was jointly developed by Huali Group and Thai Amway City 

Group to form Taizhong Luoyong Industrial Park Development Co., Ltd. Regardless 

of the form of joint venture, the operation and development of the park can be 

promoted.113 
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9.1.4 Significance of Overseas ETCZs 

1. Beneficiary for China 

The overseas ETCZ is a brand-new way of exploring the country under the 

guidance of the state. It is the need to seek international market resources and explore 

the international market. It also avoids trade barriers, transfers domestic excess 

capacity and eases domestic production and management.  

The complete upstream and downstream industrial chain of comprehensive 

manufacturing, logistics and trade in overseas ETCZs can promote China's “going 

out” strategy from the following aspects:  

(1) The overseas ETCZ is backed by government support and avoids the weak 

strength of individual enterprises;  

(2) The “going out” of the cluster mode is conducive to the complementary 

synergy between enterprises, increasing the concentration of investment outside the 

industry and reducing the waste of funds and resources for disorderly investment. 

Moreover, the formation of a cluster enterprise is conducive to seeking more 

preferential policies from the host country;  

(3) The ETCZ provides an opportunity for domestic enterprises to experience the 

international market environment and cultivate international business experience. At 

the same time, the vast foreign market also provides opportunities for enterprises to 

enhance their competitiveness and expand their scale.  

(4) The overseas ETCZ can also avoid trade frictions and disputes and conform 

to the general trend of enterprise internationalization.114 All in all, the overseas ETCZ 

has now become an important platform and a strong guarantee for the clustered 

foreign investment of Chinese enterprises. Nearly 70% of China's overseas ETCZs are 

distributed along the “Belt and Road” countries, and their role as an important bearing 

point of the “Belt and Road” strategy under the new situation cannot be ignored. 

 

2. Significance for the host country 

For the host country, China's overseas ETCZs, especially in low- and middle-

income developing countries, can not only promote local employment and income, 

but also promote the industrialization process of the host country and enhance its 

production competitiveness. Fundamentally, Improve the economic level of the host 

country. The overseas ETCZ requires the investment projects of the enterprises to be 

settled in combination with the types of enterprises and the national conditions and 

resource conditions of the countries and regions in which they are located. Therefore, 

the industrial distribution of the overseas ETCZs in different regions has the 

characteristics of host country and domestic industrial development. The construction 

of Chinese enterprises in the host country's ETCZ will bring not only funds, 

technology and projects to the host country, but also a set of modern concepts of 

openness, management methods and development models through channels such as 

technology spillovers. 

In short, overseas park cooperation can make full use of China's abundant capital 

reserves and excess production capacity, and through the construction and production 

of the park to foster and create new market demand, to help other countries and 

regions achieve economic growth meanwhile promoting the development of China's 

foreign investment and trade, thereby producing a mutually beneficial and win-win 

effect. Therefore, the overseas ETCZ established under the background of the “Belt 
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and Road” has positive significance for both China and the host country. 

9.2 Current Development of Overseas ETCZs 

9.2.1 A Brief Overview 

According to the statistics of the Ministry of Commerce, as of the end of 2017, 

Chinese enterprises have built a total of 99 overseas ETCZs in 44 countries, with a 

total area of 956 square kilometers, a total investment of 30.7 billion US dollars, 

4,363 enterprises entering the zone, and paid the host country tax of 2.42 billion US 

dollar，created 258,000 jobs for the local area. Among them, a total of 75 overseas 

ETCZs were established in 24 countries along the “Belt and Road”, with a total 

investment of 25.45 billion US dollars, 3879 enterprises settled in the country, paid 

the host country tax of 1.68 billion US dollars, and created 219,000 jobs, accounting 

for the overall cooperation zone with proportions 82.8%, 89.0%, 69.4% and 90.4%, 

respectively. 

In 2017, 99 new cooperation zones invested US$5.79 billion, generating 

US$18.69 billion in output value and paying host country taxes and fees of US$610 

million. Among them, 75 new cooperative areas in the “Belt and Road” countries 

have invested US$5.09 billion, created output value of US$15.8 billion, and paid host 

country taxes and fees of US$440 million. The newly added investment in the 20 

cooperative areas confirmed by the assessment has reached US$2.15 billion, created 

output value10.94 billion US dollars, paid to the host country tax of 390 million US 

dollars.115 

As far as the initial stage of development, the overseas ETCZ has achieved 

certain results. On the one hand, it has enabled domestic enterprises to go out, excess 

capacity has been exerted, and the foreign market has been effectively opened up, 

which has promoted domestic trade and investment. At the same time, companies that 

go out are gradually taking up the upstream position in the global value chain. On the 

other hand, the economic potential of the host country has also been effectively 

tapped. The establishment of the overseas ETCZ has positively promoted the finance, 

trade and employment of the host country. 

9.2.2 Leading Industries in the Overseas ETCZs 

China's overseas ETCZs is dominated by industries such as textiles, home 

appliances, electromechanical, microelectronics, resource development and 

technology research and development. According to the different functions of the 

park, by the end of 2017, China's 99 overseas ETCZs can be roughly divided into six 

categories: 41 for processing and manufacturing, 23 for agricultural development, 12 

for resource utilization, and 9 for trade and logistics, 3 for R&D models and 11 for 

comprehensive development models. Through the confirmation of the assessment of 

the 20 cooperative zones, the cumulative investment is 18.52 billion US dollars, 831 

enterprises in the zone, turned over the host country tax of 1.7 billion US dollars, 

creating 110,000 jobs for the local.116 

The leading industries in the processing and manufacturing parks are mostly 

home appliances, textiles, machinery and electronics. The countries settled in this type 

of park often have lower labor costs, and industrial development is relatively 

backward and faces the pressure of transformation. The transfer of China's production 
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capacity to these countries will, on the one hand, reduce production costs and regain 

international competitiveness; on the other hand, the countries in which the park is 

located will gain industrial development, thereby promoting local employment, fiscal 

revenue and trade. For example, the Sihanoukville Special Economic Zone in 

Cambodia. Cambodia has abundant domestic labor resources and low labor costs, and 

Cambodia is also one of the countries with the highest degree of economic freedom in 

the world. In 2004, Cambodia joined the WTO. At the same time, Cambodia can also 

enjoy special trade preferential policies and additional tariff reductions offered by 

developed countries such as Europe and the United States. Based on these conditions, 

the Sihanoukville Special Economic Zone in Cambodia is suitable for development 

into a manufacturing and manufacturing park. 

The agricultural development parks are mainly distributed in Russia, Southeast 

Asia countries such as Cambodia, Laos, Indonesia, and Central Asian countries such 

as Tajikistan. This type of park requires that the country's climate environment is 

suitable, the land elements are abundant, and the land price is relatively cheap. After 

the formation of this type of park, it often has a complete and professional production 

and circulation chain, integrating agricultural planting, livestock and poultry breeding, 

feed processing, slaughtering and processing, quick-frozen food, logistics and 

warehousing, agricultural machinery parts, agricultural free trade bonded area, and 

international trade. Further, an industrial agglomeration effect is formed. For example, 

China's Indonesian Julong Agricultural Industry Cooperation Zone has adopted the 

“One District, Multiple Parks” model, including the Central Kalimantan Park on the 

Kalimantan Island in Indonesia, the South Kalimantan Park, the West Kalimantan 

Park, and the North Kalimantan, as well as the Lampang Port Park in Lampung 

Province, Sumatra, Indonesia. Among them, the Central Kalimantan Park, the South 

Kalimantan Park, the West Kalimantan Park and the North Kalimantan Park can 

radiate 10 plantations in Kalimantan. The Nanbanggang Park can take advantage of 

its geographical transportation as the processing center of essence of palm oil and 

international logistics center. 

The resource utilization park takes mineral resources development as the leading 

industry, and it mainly invests in resource development industry based on the 

abundant resources of the host country. By developing the host country's rich natural 

and mineral resources, such parks can meet China's domestic demand for energy and 

minerals and promote host country exports. Such as Zambia China ETCZ. Zambia's 

mineral resources are extremely rich. Among them, the proven reserves of copper 

account for about 6% of the world's total. It is the fourth largest copper producer in 

the world. The cobalt reserves are about 350,000 tons, making it the second largest 

cobalt producer in the world. The cooperation zone consists of two multi-functional 

economic zones, the Chambishi Park and the Lusaka District. The Chambishi Park is 

located in the Chambishi area of Karulushi, in the copper belt province of Zambia, 

about 360 km from the capital Lusaka and about 28 km from the mining and 

industrial town of Kitwe. The development orientation of the park is: focusing on the 

non-ferrous metal industry, extending the non-ferrous metal processing industry 

chain, appropriately developing supporting industries and service industries, and 

building a comprehensive park with non-ferrous metal industry with radiation and 

demonstration effects. 

The commercial logistics park mainly provides commercial logistics services, 

most of which have the functions of commodity display, distribution, logistics and 

warehousing. This type of cooperation zone should have superior geographical 

location and environmental advantages, not only convenient transportation but also 



relatively smooth information. This representative park is the Hungarian-Central 

European Business Logistics Cooperation Park. Hungary has always been a trade 

channel, with a good business atmosphere, and convenient transportation by sea, land 

and air. The entry of goods into Hungary can radiate the entire EU region, which is 

conducive to the development of enterprises in the park and drives domestic 

enterprises to expand the space for trade development. The China-Europe Business 

and Trade Cooperation Park adopts an operation mode of “one district, multiple parks, 

two places, two-way agency, internal and external linkages”. The trade logistics 

network covers 27 countries and regions in Central and Eastern Europe. There are 175 

trade logistics enterprises in the park, with an annual trade volume of 296 million US 

dollars and a logistics intensity of 1.39 million tons per square kilometers each year. 

The park has commercial and trade service formats, including commodity display, 

promotion, wholesale and retail, and logistics service formats based on cargo 

warehousing, transportation, distribution, and circulation processing, forming a new 

type of park development integrating trade and logistics services mode. 

The technology research and development park are mainly built in developed 

countries or countries with technological advantages. It aims to use the advanced 

technology and management of the host country to invest in capital and technology-

intensive industries. The establishment of overseas science and technology parks can 

help Chinese enterprises learn advanced technology and management, achieve "catch-

up" development, and evade technology export control in developed countries from 

trade, and maximize the use of scientific and technological talents in host countries, 

thereby expanding market share and gaining more benefits. The technology research 

and development park require the settled enterprises to master certain core 

technologies or have certain economic strength. There are currently few such parks, 

all of which are led by state-owned enterprises, such as China-ASEAN Beidou 

Technology City, Sino-French ETCZ, and China-Belgium Science Park. 

The comprehensive development park is a diversified economic cooperation 

zone based on China's traditional advantageous industries and geographical 

advantages. Most of the industries in this type of park are traditional Chinese 

industries such as electronics, clothing and machinery manufacturing. Most of these 

industries are saturated in China's domestic market. The production technology and 

management level have comparative advantages, but the products are prone to trade 

friction in the international market caused trade disputes. Because the host countries 

where these parks are located enjoy preferential status in international trade, and trade 

frictions are relatively small. Therefore, establishing a park in these countries can 

effectively avoid trade barriers and reduce trade frictions, thus giving play to the 

advantages of China's traditional manufacturing industry. This kind of park usually 

integrates two or more characteristics of processing and manufacturing, agricultural 

development, trade and logistics, and implements a diversified development strategy. 

This requires a higher level of business environment for the country of entry and 

standards for the construction of the park. Such as Vientiane Sai Tower 

Comprehensive Development Zone. The overall function of the development zone is 

positioned as “one city and four districts”, namely, the Vientiane industrial ecological 

new city, the international capacity cooperation bearing area, the middle and old 

cooperative development demonstration zone, and the harmonious living environment 

of the core area of the Vientiane New City. With the combination of the industrial 

development zone and the new city, the integration of production and city is realized, 

and the complete infrastructure is formed on the basis of the city, and the development 

of the city provides a certain industrial space. 



9.2.3 Characteristics of China's Overseas ETCZs 

1. Spread along the B&R 

As part of China's BRI, the overseas ETCZ is becoming an important platform 

for Chinese enterprises to participate in the BRI. From the perspective of regional 

distribution characteristics, the distribution of China's overseas ETCZs is highly 

consistent with the B&R region. China's overseas ETCZs are mainly distributed in 

Southeast Asia, Central Africa and Central Asia. Specifically, there are 45 in Asia, 25 

in Europe, 25 in Africa, and only 2 in North America and South America.117 A total of 

75 overseas ETCZs were established in 24 countries along the B&R. The reason for 

this distribution trend is that on the one hand, the BRI interconnection project will 

promote the connection and coupling of development strategies among countries 

along the B&R, explore the potential of regional markets, promote investment and 

consumption, create demand and employment, and enhance people's humanities 

exchanges and mutual understanding of civilization from countries along the B&R. 

The establishment of a foreign ETCZ on the BRI is a multi-faceted profit. 

On the other hand, the world today is undergoing complex and profound 

changes. The deep-seated impact of the international financial crisis continues to 

emerge. The world economy is slowly recovering, developing and diversifying. The 

international investment and trade pattern and multilateral investment and trade rules 

are brewing profoundly. The development problems that countries are facing are still 

grim. Most of the countries along the BRI are countries with undeveloped industrial 

development and development potential. Under the current economic situation, 

countries along the BRI have the willingness to increase external ties and strengthen 

cooperation with China. For Chinese companies, the overseas ETCZs are placed in 

these countries to facilitate the international transfer of traditional industries. 

Therefore, through capacity cooperation, both parties can take their own needs and 

make profits together. 

 

2. Relying on the type of cooperation zone industry 

The establishment of overseas ETCZs depends to a large extent on the leading 

industries of the park. Due to the different factor endowments or industrial advantages 

of different countries and different locations, in order to establish a stable 

development after the establishment of the park, the establishment of the overseas 

ETCZ should focus on whether the park's leading industries will have a better 

development in the country. 

For example, overseas ETCZs of resource utilization type, enterprise investment 

are intended to use ecological resources such as local planting, forestry, animal 

husbandry and economic crops. Therefore, such cooperative areas should develop 

agricultural industries suitable for the local environment, such as Sino-Russian 

Tomsk. Industry and Trade Cooperation Zone, Russia Longyue Forestry ETCZ, Laos 

Yun Rubber Industrial Park, etc.; trade and logistics type overseas cooperation zone 

requires the strong radiation capacity in host country market, may be a member of 

economic cooperation organization, or has a superior geographical position and it is in 

the transportation hub; the technology research and development type of overseas 

cooperation zone has higher requirements for the high-tech level of the host country. 

For example, China-ASEAN Beidou Science and Technology City is located in the 

“One Belt and One Road” node city of Bangkok, Thailand. It mainly develops Beidou 

system application related industries such as satellite guidance, transportation and 
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communication, networking and big data, which will drive Wuhan's advantageous 

industries to participate in the construction of the “Maritime Silk Road”; while the 

processing and manufacturing-type overseas parks require the host countries to have 

relatively low labor costs, so among 41 processing-oriented overseas cooperative 

parks, 39 of them are in developing countries and the wage level is low. 

 

3. Social and cultural factors 

The socio-cultural factors of the host country are important factors that 

enterprises need to consider when investing abroad. The smaller the social and 

cultural differences, the easier it is for investors to integrate into the local investment 

environment and occupy the consumer market, the easier communication with the 

host government and consumers. Therefore, at present, China's parks are mostly 

distributed in Asia, which is relatively different from China's social culture, especially 

in Southeast Asia. In addition, the overall situation of China's border areas is in a 

good period, and the willingness of neighboring countries to strengthen cooperation 

with China has generally increased. These countries have close geographical ties with 

China, maintain good trade relations, and welcome Chinese investment. Chinese 

enterprises’ investment in these countries can avoid risks, and also it will make full 

use of local cheap labor and abundant natural resources. 

9.3 Impact of overseas ETCZ 

9.3.1 Impacts on the host country 

The overseas ETCZ requires the investment projects of the enterprises to be 

settled to combine the type of enterprises and the national conditions and resource 

conditions of the countries and regions in which they are located. Therefore, the 

industrial distribution of the overseas ETCZs in different regions has the 

characteristics of host country and domestic industrial development. The construction 

of Chinese enterprises in the ETCZs of the host countries, especially the zones 

established in low- and middle-income developing countries, will bring the host 

countries not only funds, technology and projects, but also a set of open concepts, 

management methods, rules and regulations through channels of technology 

spillovers. By using China's abundant capital reserves and excess capacity, we can 

cooperate with these countries that need capital and capacity to cultivate and create 

new external needs, help these countries learn from the rapid development of China's 

economy and enhance competitiveness of production of host countries, which will 

improve economic level of the host country and increase taxes and driving local 

employment. The following is a brief introduction of the following effects brought by 

the overseas ETCZs established by China to the host country. 

 

1. Promote economic growth and increase social welfare 

The establishment of China's overseas ETCZ has created huge output value and 

tax revenue for the host country, and also added many new jobs. By the end of 2017, 

Chinese enterprises had invested a total of 30.7 billion U.S. dollars in the construction 

of foreign-invested ETCZs with a scale of 44 countries, and paid the host country’s 

taxes and fees of 2.42 billion U.S. dollars, creating 258,000 jobs for the localities, 

including a total of 25.45 billion U.S. dollars were invested in 75 cooperative zones 

under construction for 24 countries along the way, creating tax revenues of 1.68 

billion U.S. dollars for the host country and 219,000 jobs for the local government. 



Taking Longjiang Industrial Park in Vietnam as an example, Vietnam Longjiang 

Industrial Park started construction in 2007 and is a comprehensive industrial park. 

The leading enterprise for investment development is China Zhejiang Qianjiang 

Investment Management Co., Ltd. 

The park covers a total area of 600 hectares and is mainly divided into two parts: 

one is 540 hectares of industrial land and the other is 60 hectares of residential service 

area, with a total investment of 1.05 billion US dollars. The annual investment 

amount and the number of enterprises entering the company in the Longjiang 

Industrial Park in Vietnam have shown a growing trend. Among them, especially in 

2010-2011 and 2015-2016, the investment amount of industrial park enterprises 

increased by a large margin, reaching a value of 469.21 million US dollars as of 2016. 

The park has complete infrastructure, including stadiums, tennis centers, swimming 

pools, supermarkets, banks, hospitals, training centers, management centers, gas 

stations and parking lots. It can be seen that the construction of economic and trade 

zones has had an impact on the growth of local economic income and welfare. 

 

 

2. Adjust industrial structure and promote industrial clusters 

Establishing a park in the host country will help companies build investment 

platforms and promote industrial clusters. Due to the special nature of the overseas 

ETCZ, enterprises investing in the region can use the bilateral preferential policies of 

the investment countries and host countries in finance, insurance, inbound and 

taxation, and good business environment and multi-faceted protection to reduce 

investment risks and the costs of production and operation and increase the success 

rate of overseas investment. The establishment of overseas ETCZs not only facilitates 

the sharing of resources in the information, facilities and markets between enterprises 

of producing similar products; but also increases the concentration of foreign 

investment and promotes related industries abroad to form an industrial group or an 

industrial chain, so that synergies and industrial agglomeration effects can be brought 

into play, and industrial synergies and industrial competitiveness can be formed more 

quickly. 

For example, in the construction of the Haier-Ruba economic zone, the leading 

company Haier Group has invited a large number of Chinese famous brand home 

appliance enterprises to set up factories in the district, and to extend the industry 

support and industrial chain as the main line, and introduce related Chinese-funded 

enterprises including service industry and manufacturing industry, forming a cluster 

of branded home appliance industry clusters and supporting enterprises. The 

construction of the Zambia China ETCZ, the leading industry is based on copper and 

cobalt mining, which is conducive to the development of industrial chain of non-

ferrous metal smelting and processing using copper and cobalt as raw materials in the 

host country, and at the same time forming industrial clusters of non-ferrous metal 

derivatives such as refractory materials, wire and cable, precious metals, fertilizers 

and building materials. The relatively mature technology introduction and the layout 

of featured industries in the cooperation zone have filled the blank industry of host 

country development, promoted the development of related weak areas and the 

improvement of technology level, promoted the adjustment and upgrading of 

industrial structure to the investment location, and transformed the single economic 

development mode. It also accelerated the process of industrialization in a positive 

way. 

 



3. Advanced technology and management mode 

Most of the ETCZs in which China invests abroad are located in countries and 

regions with relatively slow development. A relatively successful cooperation zone 

established in the local area will bring strong investment funds and cutting-edge 

talents to the host country, and bring high-tech and open management methods and 

rules and regulations to the host country through spillover effects. While developing 

the host domestic market, it also helps the host country to develop the international 

market. It can make full use of the production factors of the host country's land, labor, 

resources and other production factors, so that the domestic GDP will be greatly 

increased, which can effectively promote the employment of the host country and 

enhance the host country’s economic strength. Take the China Etteda-Suez ETCZ as 

an example: the cooperation zone consists of a starting zone and an expansion zone. 

The starting area is 1.34 square kilometers, with a total investment of 105 million US 

dollars. It has been fully developed in 2015, and all kinds of infrastructures are 

complete. It has commercial and service centers, four-star hotels, children's theme 

parks, white-collar apartments and other living facilities.  

As of 2017, 68 companies have settled in, and 90% of them are Chinese-funded 

enterprises, attracting nearly US$1 billion in investment, annual sales are about 

US$150 million, and annual tax payment is about 200 million Egyptian pounds. The 

starting area has formed five major industrial zones, namely the new building 

materials industrial zone led by Jushi Glass Fiber Company, the machinery 

manufacturing industrial zone led by Shepherd Storage Company, and the oil 

equipment industry zone led by Honghua Drilling Machine and International Drilling 

Material Manufacturing Company, the high and low voltage electrical appliance 

industrial zone led by Xidian-Egemac high-voltage equipment company and the 

textile and garment industrial zone led by China Textile Machinery Non-woven 

fabric. It has formed an industrial chain with horizontal and vertical clusters; the 

expansion area is 6 square kilometers, and the total investment in development and 

construction is about 230 million US dollars. It will be planned to build a four-in-one 

integration (i.e. production + life + ecology + life) and new city of integration of 

production. In the process of development and construction, the Suez ETCZ has 

brought Egypt an advanced development model of modern city, a characteristic 

business model, a scientific management model and a profit model, which promoted 

the awakening of modern Egyptian openness. It provides valuable lessons for the 

construction of the Suez Bay Special Economic Zone in Egypt and the new capital 

plan. 

However, there are some problems and frictions that cannot be avoided in the 

process of economic development and park construction, such as environmental 

protection and cultural differences. However, Chinese companies have always paid 

attention to ways and means in the investment process, paying attention to the 

protection of local ecology and respecting local cultural traditions as much as 

possible, taking advantage of the situation and adapting to local conditions. 

9.3.2 Impacts on China 

China's overseas ETCZ is essentially a development zone for China's foreign 

direct investment. Compared with other models of foreign direct investment, its 

advantages are mainly reflected in the special economic effects of the development 

zone. Combined with the analysis of advantages of development zone, the impact of 

China's overseas ETCZs on China is as follows: 

 



1. Invest in domestic scarce resources and reduce production costs 

With the continuous expansion of China's economic construction and the 

increasing demand of people, the shortage of resources and the rising price of 

resource elements have become and will be an important reason for seriously 

restricting China's economic development for a long period of time in the future. 

Faced with this grim situation, resource-dependent industries and enterprises must 

open up new channels for survival and development. The establishment of overseas 

ETCZs and investment in resource-rich countries and regions is of strategic 

importance to make up for China's insufficient domestic resources, stabilize the price 

level of global scarce resources, and promote the optimal allocation of global 

resources. China's resources and hair ETCZs established in Russia and in Zambia are 

based on the rich local forest resources and mineral resources. 

Although these areas are rich in natural resources, the economy is not developed 

enough or limited by their own conditions, and abundant resources cannot be 

effectively developed. The establishment of China's ETCZs has made full use of the 

location advantages of these countries, expanded the scope and intensity of China's 

use of foreign resources, and effectively supported domestic construction. For 

example, in order to promote the development of forest wood deep processing 

enterprises in Russia, from January 1, 2009, the Russian customs imposed an 80% 

tariff on export logs, while the processed wood products were subject to zero tariffs 

on exports, and the introduction of wood processing equipment does not impose any 

customs duties. The establishment of the Tomsk Timber Industry and Trade 

Cooperation Zone and the Sino-Russian Ussuriysk ETCZ fully benefited Russia's rich 

forest resources, wood processing advantages and this preferential tariff policy. After 

rough processing of logs, the semi-finished products are exported to China with low 

tariffs or zero tariffs, making up for the gap in China's demand for wood. Another 

example is the establishment of an ETCZ in Zambia, known as the “country of copper 

mines”. We can participate in the development, smelting and processing of rich 

mineral resources such as gold, silver, copper, cobalt, lead, zinc and manganese in 

Zambia. These products are sold back to China to make up for the shortage of 

domestic resources. 

At the same time, the establishment of overseas ETCZs has prompted domestic 

enterprises to invest in other developing countries with relatively low labor and other 

factors, and to take advantage of the lower location advantages of the host country's 

labor costs and land costs. This has helped enterprises reduce production costs, ease 

the pressure on domestic production and operation costs, and improve the 

international competitiveness of products. Most of the 20 countries that China has 

invested in building ETCZs are developing countries with lower labor costs than 

China. Investing in these countries can not only enjoy the cost advantage of low 

wages, but also enjoy the special preferential policies given to these less developed 

countries by developed countries such as Europe and the United States. In addition, 

the reduction in operating costs also comes from the difference in tariff rates. For 

example, in the Wusulisk Economic and Trade Zone established in Russia in China, 

the export tariff for a pair of semi-finished shoes from China is 5%, while the tariff on 

finished shoes is 15%. Chinese enterprises produce semi-finished products such as 

soles and uppers in China, and the semi-finished products are assembled and 

processed to the final process in the cooperation zone. The reduced tariffs can reduce 

costs and increase profits. 

 

2. Build an investment platform to promote cluster-based transnational operations 



The overseas ETCZ established by China provides multi-faceted financial policy 

guarantee for the transnational operation of Chinese enterprises, and reduces the risk 

of transnational operations of Chinese enterprises. Although many competitive 

enterprises in China have a strong desire to set up factories overseas, most of them 

have less experience in overseas investment and a small scale of investment. 

However, the current international market is unpredictable and fiercely competitive. 

Individual companies invest abroad alone is with high risk, and a slight carelessness 

will endanger the survival of the company. The operation of China's overseas ETCZs 

is government-led, and the construction of the government's cooperation zones will 

provide a series of guarantees for enterprises. The policy has introduced supporting 

policies related to finance, insurance, entry and exit, taxation, etc.; in terms of funds, 

it provides financial and loan support to overseas economic and trade. In addition, the 

government also provides related services such as information services. Therefore, in 

the ETCZ, Chinese enterprises can better experience the international market and 

increase the experience of transnational operations. The overseas ETCZ is based on 

the agreement between the two governments and is backed by the strong economic 

strength of the Chinese government. It can reduce and eliminate risks and enhance the 

probability of successful overseas investment by Chinese enterprises. 

Whether the construction of a foreign ETCZ is successful, whether it can 

produce scale effect has a direct relationship with the number of enterprises entering 

the park, and the number of that is also one of the important indicators for evaluation. 

The overseas ETCZ is to provide a small and medium-sized enterprise with a platform 

to “go out” in a cluster manner. The formation of the cluster greatly reduces the risks 

and corresponding costs of the individual wars. Just as McDonald's and KFC, which 

are developing the Chinese market, they will increase the popularity of the entire 

region through geographical proximity, and complement each other to enhance market 

share and market competitiveness. Therefore, the establishment of an overseas ETCZ 

can help Chinese capital to form an advantage in the overseas industrial chain and 

attack the overseas market through a group to increase its competitive advantage. 

China's overseas ETCZ provides a good platform and business environment for 

China's enterprise cluster-type transnational operations. The leading industries in the 

ETCZ, China's interrelated industries or upstream and downstream enterprise groups 

of one industrial chain can enter the park together. 

Enterprises that produce the same kind of products will gather together, and they 

will form a common benefit and cost-sharing effect in information, facilities and 

markets. This will help to increase the concentration of overseas investment in the 

industry, reduce the waste of capital resources in disorderly investment, and form a 

competitive and promoting mechanism for the success of the business, improve 

efficiency, and generate economies of scale. At the same time, collective investments 

by enterprises is relatively easy to attract the attention of all parties in the host country 

and help to obtain favorable cooperation conditions and preferential policies. With the 

progress of China's overseas economic and trade park construction to a certain stage, 

China's logistics, exhibition, catering, entertainment, financial and other service 

companies can also actively participate in the development of international business 

by entering the park and relying on the establishment of branches in the park. At the 

same time, the clustered enterprises formed as a whole, enhance their 

competitiveness, and they have greater strength to negotiate with the host 

government, which is conducive to more preferential policies, so that enterprises can 

“go out” in a scattered, disorderly and blind manner. It has become a centralized, 

orderly, and rational “going out” to reduce international operating costs and risk 



costs118. 

 

3. Optimize industrial structure and avoid trade barriers 

Foreign direct investment can drive the flow of production factors in the 

international area. The change of factor endowment will inevitably lead to the 

adjustment, optimization and upgrading of the domestic industrial structure of 

investment. The construction of the cooperation zone is carried out under the 

encouragement and guidance of the government. It is an act of national macro-

control. At the beginning of the planning of the park, the industry has been positioned 

according to the location of the park, which can regulate the proportion of established 

output value and labor force of China’s primary industry, the second industry and the 

third industries to adjust the industrial structure; it is also possible to transfer 

overcapacity or labor-intensive industries that will lose their competitive advantage to 

suitable host countries outside the country, redistributing China's production capacity 

on a global scale and extending industry life cycle, upgrading domestic industrial 

structure. 

By establishing R&D-type technology parks in emerging industrial countries or 

developed countries, it is possible to take advantage of the host country's preferential 

policies and a good investment environment, attracting a large number of relevant 

enterprises and R&D institutions to participate in investment and construction, 

attracting a large number of professional talents from the host country and 

accelerating the development and application of new technologies which will shorten 

the development cycle of new products with high technology intensity and market 

potential. In addition, the establishment of cooperation zones will help Chinese 

enterprises to use the knowledge flow and technology spillovers between enterprises 

and markets, acquire advanced technology and scientific management methods of 

host countries, cultivate high-tech talents, and acquire new technologies in the form of 

technology or product co-production and R&D. Thus, effectively circumventing 

technological export barriers and technology export controls in developed countries. 

At present, China is mainly invested in the Hanzhong Industrial Park of the 

automobile, ship parts and biotechnology industries, and is committed to promoting 

the research and development and cooperation between China and South Korea on 

these projects. It is technical Hairstyle Technology Park and to some extent it has the 

functions described above119. 

From the perspective of promoting trade development in overseas cooperation 

zones, for the entire park and China's overall economy, it can help enterprises better 

enter into the market of the country where the park is located to meet the market 

demand. It also help expand exports by promoting the export of auxiliary industrial 

products that are compatible with the park's leading industries. In addition, the origin 

(country of origin) of the exported products is the basis for the customs control of the 

customs of each country, and is also the basis for the implementation of trade 

preferences or sanctions between governments. It involves the implementation of 

MFN treatment, tariff treatment, general preferential system, trade restrictions and 

quotas, and trade remedy measures. Therefore, the origin of export products is of 

particular importance in international trade. The establishment of the overseas ETCZ 

uses this carrier to change the origin of export products through direct investment in 

the host country, thereby effectively bypassing trade barriers, evading trade remedy 
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measures and reducing trade friction120. 

9.4 Overseas ETCZ and China Experience 

One of the successful experiences of China's economic reform and opening up is 

to promote high-speed economic growth by establishing various types of special 

zones, development zones and industrial parks. Such as Shenzhen Special Economic 

Zone, Beijing Zhongguancun and Shanghai Zhangjiang High-tech Zone, Suzhou 

Industrial Park. The construction and development of industrial parks and 

development zones is an important feature of the "China model" and an important 

business card for sharing development experience with the BRI countries. In recent 

years, the host government and local people have recognized China’s overseas ETCZ 

model. 

9.4.1 Successful Experience of China's Overseas ETCZ 

1. Government support and active participation of companies 

China's overseas ETCZ is a new model of overseas invested by enterprises under 

the government's support, and adheres to the principle of “government guidance, 

enterprise decision-making, market-oriented operation”. At the beginning of the 

construction of the cooperation zone, the Ministry of Commerce approved the 

construction of two batches of cooperation zones through bidding and assessment. 

The Ministry of Commerce first determines the basic support policies for the 

cooperation zone, then issues the bidding information to the domestic enterprises, and 

finally take the bid evaluation; the support policies for the overseas ETCZs include 

providing policy support for non-operating risks and insurance, finance, entry and 

exit, and taxation, and provide one-time special fund support, and provide medium 

and long-term loan support, the amount is less than 2 billion yuan; in addition, the 

Chinese government also actively participates in consultation and coordination with 

the host government of the cooperation zone to strive for more preferential policies to 

develop the park. 

According to the bidding requirements of the Ministry of Commerce, the 

provincial and municipal governments will select local key enterprises, large 

enterprises and key brand-name products companies with competitive advantages to 

bid. The cooperation area that has been confirmed and evaluated is mainly built by the 

winning bidder, and is responsible for the planning and construction of the park, and 

signs the cooperation zone construction agreement with the host government. Finally, 

in the domestic market-oriented way, it attracts investment promotion activities for 

relevant enterprises, actively attract relevant enterprises to settle in the cooperation 

zone, and vigorously promote small and medium-sized enterprises to invest and build 

factories abroad, and finally form a dominant industrial cluster in the host country. 

China's overseas ETCZ is backed by the government, which can give play to the 

advantages of corporate clusters and avoid trade frictions and disputes. Since the 

construction of the early overseas ETCZ requires the continuous investment of huge 

amounts of funds, the period of obtaining income is relatively long, coupled with 

many uncertain risk factors abroad, which makes the investment construction face 

great risks. Regardless of whether the first stage adopts the method of bidding 

approval or the second stage adopts the standard assessment method, the government 

provides macro policy support and plays the role of strategic management 
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coordination, which provides guidance and management of problems and risks 

appeared in development to ensure that each cooperation zone can be steadily 

advanced according to the blueprint of the original plan, so as not to deviate from the 

correct track and cause huge losses and unnecessary waste of resources. The specific 

development and construction of overseas ETCZs, enterprise investment, operational 

development and supporting public services are led by enterprises, so that they enjoy 

full micro-level operational autonomy, and at the same time it implements market-

oriented operation mode, so that the competition in the cooperation zone of 

international market continues to improve the level of transnational operations and 

improve the vitality and efficiency of the development. 

 

2. The comprehensive advantages like risk prevention and industrial clusters 

Chinese companies lack international experience, so the biggest risk in 

transnational operations is that they are independent, which is easy to fail. The 

overseas ETCZ is an important carrier and guarantee for domestic enterprises to “go 

global”. The overseas ETCZ cannot only enable enterprises to jointly resist the risks 

of overseas investment, but also provide more space for the industrial extension of 

enterprises. For this, the construction of the park has played a strong role in 

promoting and calling for the “going out” of domestic enterprises. 

In order to give full play to the advantages of industrial clusters, the cooperative 

parks should select high-quality enterprises with high correlation with the industry in 

the region to optimize the industrial chain in the cooperation zone; enterprises should 

also consider degree of integration between their own industries and parks when they 

choose the zone, which will promote the formation of the industrial chain in the park. 

In summary, the cooperative park has the following comprehensive advantages: 

First of all, the cooperation zone has a high level of management and quality 

services, and provides a clustered overseas investment development platform. It can 

provide "one-stop" service for the investment and operation of enterprises that enter 

the zone, and relieve the worries for them. 

Secondly, it can encourage enterprises to “collectively go out to sea and embrace 

the group to warm up”, and at the same time, they can get more preferential policies 

from the host country, which enhance the influence of the company and the right to 

speak with the local. 

Third, the cooperation zone provides enterprises with a “safe haven” to improve 

their ability to cope with political instability and policy changes. 

In addition, an industrial platform has been established to form an industrial 

chain. The formation of an industrial chain based on overseas parks can achieve 

complementary advantages and coordinated development among enterprises, and give 

full play to the advantages of industrial clusters in the cooperative areas. 

Finally, enterprises invest in the same area of the host country by means of 

industrial clusters. Geographical proximity facilitates frequent exchanges and 

transactions between enterprises. The cluster effect drives the development of related 

auxiliary industries, and the efficiency of work collaboration is significant, which 

greatly reduces procurement costs and transportation costs, also the inventory costs. 

Market demand and product-related information are gathered in the same area, and 

information can be communicated to suppliers and distributors in a timely manner, 

saving transaction costs. Moreover, the concentration of talents in related industries in 

the cluster area is high, and the labor market is more perfect than the area outside the 

cluster area, which reduces the search cost for talents among enterprises. 

 



3. The industrial layout takes into account the actual needs of the home country 

and the host country. 

Although China's overseas ETCZs have different performances in terms of 

industrial positioning, they will comprehensively study their own advantageous 

conditions and factors such as the host country's industry, economic development 

level and resource endowment to determine the leading industries and supporting 

industries. For example, textiles and garments, light industry, machinery 

manufacturing, building materials and homes, etc., which are relatively mature in 

China and gradually lose their comparative advantages. But they are still industries 

that need further development in the host country. Therefore, the introduction of this 

type of industry in China's cooperation zone can fully leverage its own advantages 

and complement the industrial needs of the host country, making the industrial 

development of the cooperation zone more potential. For example, minerals and 

energy industries are industries that are urgently needed for China's economic 

development. By cooperating with the host government's parks and investment, it can 

solve the problem of resource demand in economic and trade development and form 

the driving force for the development of related industries. 

The construction of overseas ETCZs can take into account the respective needs 

of the development of the two countries, realize the complementarity of the two 

industries, and enhance the development and sustainability of the cooperation zone. 

The investment project will first combine the situation of the enterprises entering the 

zone with the market environment and resource conditions of the host country. 

Therefore, the industrial distribution of the cooperation zones in different regions 

mostly has the characteristics of industrial development in the country and the host 

country. For example, one cooperation zone is distributed in Russia's Sino-Russian 

modern agricultural industry. The joint construction unit of the cooperation zone - 

Ursarisk Armada Agricultural Company is a large-scale leading enterprise in the local 

agricultural industry, with a cultivated land of up to 51,300 hectares. It has also had 

10 years of rich agricultural production experience in the local area, and has 

established stable cooperative relations with 9 farms under the Beidahuang Group, 

China's largest agricultural enterprise. The establishment of a foreign ETCZ by the 

two sides not only extended the profit period and life cycle of related industries, but 

also opened up overseas markets. 

From the perspective of China, the establishment of overseas ETCZs provides a 

potential market for Chinese companies to avoid domestic saturated markets and 

consume excess capacity. With the rapid increase in labor productivity of some of 

China's comparatively advantageous industries and the saturation of domestic 

consumption capacity and demand, there is a large excess of production capacity. 

According to the life cycle theory, in the case that the technology and process of 

producing products have been standardized and mature, and domestic demand is 

insufficient, it is possible to transfer excess capacity to the market with demand 

through external investment, which will help alleviate excessive domestic competitive 

pressure, optimize and upgrade the domestic industries. 

9.4.2 Suggestions for the Development of Overseas ETCZs 

1. Adjust the development model according to the actual situation 

Overseas operations are faced with many uncertain risks, especially the 

development of overseas parks. This process involves many professional fields and 

will face many problems. In particular, the difference of legal environment and policy 

background between home country and the host country will make it hard to establish 



overseas ETCZs. Overseas operations will also face complex situations such as 

cultural conflicts, employee localization, exchange rates, and management of 

transnational operations. Therefore, when establishing and operating overseas ETCZs, 

it is difficult to obtain better development by copying other overseas parks or past 

experience. It is crucial to timely adjust the development model according to actual 

conditions and problems encountered. 

For example, the Suez ETCZ in Egypt, China-Africa TEDA Investment Co., Ltd. 

has accumulated nearly 20 years of overseas operation experience in Egypt. The 

development of the park has experienced the essential transformation from the 

domestic government-led model to the overseas independent operation mode. TEDA 

has been exploring and adjusted to adapt to the development of overseas industrial 

parks, formed the "Teda model", the park has carried out beneficial exploration in 

feasible research, marketing investment, risk management, profit model, cultural 

integration, human resources and social responsibility. The core of this model is to 

develop the development strategy of the park according to local conditions. The 

success of the “Teda Model” stems from its unique management model of 

government-enterprise cooperation, the development model of capital circulation, 

reasonable incentive mechanism and investor-centered concept, but more importantly, 

it can improve and develop the park based on actual situations. 

 

2. Further strengthen government support for overseas ETCZs 

The establishment of overseas ETCZs is a relatively high level of economic and 

trade cooperation. It has high requirements for the strength of enterprises and the 

ability to obtain information. The strength of enterprises themselves is often limited. 

In the process of building or operating overseas, it is difficult to solve many problems 

alone. Therefore the home government should give help to the company at the right 

time to help the company tide over the difficulties. 

On the one hand, the home government and foreign agencies should use 

diplomatic resources to strengthen support for enterprises in politics, diplomacy, and 

economics. Through various diplomatic channels, we will establish a good 

communication and coordination mechanism with the host country and actively 

participate in policy dialogue at all levels, so as to obtain rich resources and more 

favorable policies for the cooperation zone, and clarify the legal status of cooperation 

zone in host country and guarantee its investment rights. In particular, it has obtained 

preferential policies for trade and investment for overseas ETCZs, which makes it 

easier for enterprises to enter or close the customs. For example, the Thai government 

has given the Taizhong Luoyong Industrial Park a free investment management 

system, which gives enterprises to enter the park. The policy of “no requirement to 

use local raw materials” and “no export requirements” can greatly attract more 

enterprises to enter the park. 

On the other hand, the home government itself can provide assistance to overseas 

parks. Providing enterprises with information on the investment environment of the 

host country, and give guidance and suggestions in the investment decision of the 

enterprise, remind the cooperation zone to pay attention to avoiding investment risks. 

Once the legitimate rights and interests of the enterprise are infringed abroad, the 

government should play a powerful role in effectively protecting domestic enterprises. 

Protect the overseas interests and assets improve the quality and speed of the 

economic cycle of the existing cooperation zone. In addition, the home government 

can formulate relevant preferential policies, such as reasonable increase of subsidies, 

especially for the cooperation area of domestic excess capacity transfer and 



technology research and development cooperation zones, thus encouraging enterprises 

to set up overseas ETCZs. 

 

3. Clarify the development target and the positioning of the investment subject 

On the one hand, it is the industry and development orientation of overseas 

ETCZs. The source and nature of the enterprises entering the zone in the cooperation 

zone are diverse, and there is no ownership relationship between the enterprises. The 

leading enterprises need to gradually cooperate with each enterprise in organizing 

management and regulating services. If the cooperation area lacks a clear industrial 

orientation, it is difficult to match the park industry with local resources and business 

conditions. Because some cooperative areas are not clear about the choice of industry 

and the future planning, there is a lack of overall strategic layout planning on the 

macro level, which leads to the phenomenon that the park industry is too complicated. 

Therefore, before the construction of the park, the criteria of the investment 

cooperation zone should be considered according to the strength of the enterprise and 

the status of the completed cooperation zone, and the positioning of the park and the 

investment environment of the host country and the internal needs of the Chinese 

enterprise should be combined to avoid waste of resources caused by unclear 

positioning or repeated positioning, which help parks find its own advantages, so as to 

attract more enterprises to settle in. 

On the other hand, it should be clear whether the investment subject of the park 

is located in the enterprise or the government. The infrastructure construction of the 

park has quasi-public product attributes and has obvious externalities. The investment 

entity of the park cannot simultaneously assume the dual attributes of the enterprise 

and the government. Therefore, the local government can consider returning certain 

taxes to enterprises that invest in infrastructure. In the past, the host government was 

less involved in the construction and development of overseas ETCZs. In fact, if we 

cooperate with the host government and actively build the park, which will make both 

sides win. 

 

4. Ensure sustainable development 

It is very important for the success of the overseas ETCZ to keep the operation 

profitable after completing the preliminary investment. Therefore, in the process of 

park operation, we should focus on broadening its earning channel to ensure normal 

profitability. On the one hand, overseas parks should seek a diversified profit model, 

shifting from focusing on industrial real estate development to full-industry chain 

services. According to the industrial orientation of the park, grasp the development 

characteristics of the industry and the collaborative relationship between the upstream 

and downstream of the industry chain, provide comprehensive service platform for 

enterprises that entered the park, provide consulting, training, information, business 

incubation, logistics, human resources, software service outsourcing and so on. On the 

other hand, we should focus on improving the core competitiveness of the park and 

highlighting the industrial characteristics. Encourage leading enterprises with strong 

domestic strength and rich experience in park operation to cooperate with financial 

institutions, industry associations, service agencies to jointly invest in the construction 

of overseas ETCZs, and form a park development model with prominent industrial 

characteristics and complete industrial chain. 
 

  



10. Project Cooperation between China and BRI Countries 

In many cases, the capacity and investment cooperation between China and 

developing countries along the B&R under the BRI framework are project-based. 

Therefore, it is necessary to conduct further investigations on SSC from the project 

cooperation level. The main focus here is on two project cooperation models, namely 

the Private and Public Sector Partnership (PPP) model and the Resource-Financing 

Model (i.e. so-called “Angolan Model”). 

10.1 Connotation, Methods and Advantages of PPP Mode 

As a new type of project financing model, the PPP model has been widely used 

in China's project cooperation with developing countries along the B&R, not only to 

make up for the funding gap of official development assistance (ODA), but also to 

promote the industry investment cooperation and the interconnection of national 

infrastructure along the B&R, which played a positive role in achieving mutually 

beneficial and win-win results and promoting sustainable economic development 

along the B&R.  

10.1.1 Connotation of PPP Mode 

The PPP model (Public Private Partner-ship) is a partnership-based cooperation 

model based on a concession agreement for the construction of urban infrastructure 

projects or the provision of certain public goods and services. The public and private 

sectors share responsibility and financing risks. The essence of the PPP project is the 

mechanism of benefit sharing and risk sharing. 

Broadly speaking, the PPP model refers to the fact that when the government 

public sector cooperates with the private sector, the non-public sector provides public 

goods and services through its own resources, so that it can achieve better results than 

expected after the cooperation. That is, the state sets up projects, gives policy support, 

and private institutions invest and conduct operations management.  

In a narrow sense, the PPP model refers to the government's participation in the 

construction management operation process in the middle and late stages of project 

development, and its participation and scope are increasing. At the same time, the 

company's participation in the research and project stages of the project is deeper. 

Both the government and the company are involved in the whole process. The 

cooperation between the two parties is longer and the information is more 

symmetrical. Take the “Carolite Hydropower Station”, the first hydropower 

investment project of the “One Belt, One Road” CMB Economic Corridor, as an 

example. The project invested and constructed in the way of building, owning, 

operating, and transferring. In April 2015, the Silk Road Fund, the Three Gorges 

Group and the Pakistan Private Power and Infrastructure Committee jointly signed the 

Memorandum of Understanding on the Joint Development of Hydropower Projects in 

Pakistan in Islamabad. 

In order to fully mobilize the enthusiasm of social capital to participate in the 

hydropower project, Silk Road Fund will invest in the Sanxia South Asia Company, 

which is controlled by the Three Gorges Group, to provide financial support for 

Pakistan's clean energy development and the Girham River Carlot Hydropower 

Project. From dam site selection, process demonstration, project review, design 

optimization, budgeting, evaluation, etc., the investor Three Gorges Group conducts a 



comprehensive audit of all hydropower development projects in Pakistan and checks 

the Indus River and Giller in Pakistan. The hydropower development in the two major 

river basins is strategically considered, and a long-term development plan is proposed, 

which is transferred to the Pakistani government free of charge after 30 years of 

project operation. During the project, both the government and the private sector 

participated in the whole process. The Three Gorges Group participated in the 

development and acquisition stage of the project in the early stage. 

10.1.2 Main Types of PPP Project Cooperation 

In a broad sense, the operation mode of SSC PPP projects can be divided into the 

following two types, namely, the cooperation of financing nature and the cooperation 

of non-financial nature. 

 

1. Project cooperation model of financing nature 

According to the feasibility and applicability of the project operation, the “One 

Belt, One Road” project construction can use the BOT financing method and its 

derived PFI, BOOT, BT, BTO and other specific financing modes of the following ten 

projects. 

(1) Construction, operation, handover (BOT) 

The private sector is authorized to finance, design, build, and operate 

infrastructure components (and charge users) for a specific period of time and, after 

expiration, transfer to the public sector. 

(2) Civil initiative financing (PFI) 

PFI is an optimization of financing for BOT projects. It refers to the 

government's public sector propose projects that need to be built according to the 

needs of the society for the infrastructure. Through the bidding, the private sector that 

has obtained the concession will carry out the construction and operation of the public 

infrastructure projects. At the end of the concession period (usually around 30 years), 

the project will be returned to the government in good condition and without debt, 

while the private sector will receive fees from the government department or the 

service provider to recover the cost of the project financing. 

(3) Construction, ownership, operation, handover (BOOT) 

The private sector finances facility projects and is responsible for building, 

owning and operating these facilities, and when the deadline expires, the private 

sector transfers the facility and its ownership to the government. 

(4) Construction, handover (BT) 

The private sector contracts with the public sector to set up a project company to 

be responsible for the financing and construction of an infrastructure as a staged 

owner and deliver it to the government upon completion. 

(5) Construction, handover, operation (BTO) 

The private sector finances the facility and is responsible for its construction. 

Upon completion, the ownership of the facility is transferred to the government; the 

government then grants it a long-term contract to operate the facility. 

(6) Reconstruction, operation, handover (ROT) 

The private sector is responsible for the operation and management of the 

existing facilities and the financing, construction and operation management of the 

expansion/reconstruction project, and all facilities are handed over to the government 

departments without compensation upon expiration. 

(7) Design and Construction (DB) 

The infrastructure is designed and built by the private sector to meet the 



regulatory requirements of the public sector. The private sector bears all risks. 

(8) Design, Construction, Financing and Management (DB-FO) 

The private sector designs, finances and constructs a new infrastructure 

component that is operated and maintained in the form of long-term leases. When the 

lease expires, the private sector transfers the infrastructure components to the public 

sector. 

(9) Construction, ownership, operation (BOO) 

Private sector partners build and operate an industrial project based on 

government-issued concessions, but do not transfer the basic industry project to the 

public sector. 

(10) Purchase, Construction and Operation (BBO) 

For some time, public assets are legally transferred to private sector partners for 

construction, leasing, operation and transfer (BLOT).  

 

2. Non-financial project cooperation methods 

(1) Job outsourcing 

By signing an outsourcing contract, the government or government company 

entrusts certain operational and auxiliary work to external enterprises/individuals to 

undertake and complete, so that to achieve the purpose of concentrating resources and 

paying attention to their core business. The government party usually pays the 

operator. 

(2) Operation and Maintenance Contract (O&M) 

Private sector partners operate public assets at specific times based on contracts. 

The public sector retains ownership of the assets. 

(3) handover, operation, handover (TOT) 

The government department transfers the facilities it owns to the private sector. 

Usually, the private sector needs to pay a transfer payment, and the facility will be 

handed over to the government without compensation. 

10.1.3 Advantages of PPP Mode in Project Cooperation 

From the global experience, PPP is a better form of project cooperation; the 

biggest significance is not only to make up for the project-funding gap, but also to 

improve the efficiency of public product management and capital allocation. 

1. Analysis from the perspective of the host country of the project 

First, it can help the host government reduce the financial burden and enhance 

the project financing capacity of the host government. In the process of implementing 

the BRI, the government’s fiscal and tax revenue alone cannot meet the funding needs 

of its project construction. Therefore, it is necessary for the government to supplement 

the funding gap. The introduction of PPP project financing during the construction of 

the B&R project can effectively help the host government reduce the financial burden, 

expand the source of construction funds, reduce operating costs and share risks, and 

also help promote the transformation of the host government financing platform, and 

then while financing “transfusion” for host government, it is also possible to 

strengthen its “hematopoietic” function. 

Second, it can prompt the host government to achieve functional transformation 

and optimize resource allocation. In the PPP model, the public sector and private 

investors are cooperative partnerships. The government allows the private sector to 

participate in the preliminary work of project identification and feasibility analysis, 

and the government and the private sector mutually benefit and win-win. From the 

perspective of the government's public sector, the participation of public services in 



the private sector will not only help ease the financial stress and lack of funds, but 

also introduce the advanced technology and management experience of the private 

sector, which will help reduce costs and improve operational efficiency. . At the same 

time, the cooperation between the two parties is conducive to maximizing income and 

benefits. 

Once again, it can improve the efficiency of funds and improve the level of 

public services. Through the PPP model, the private sector's business philosophy of 

pursuing the highest capital efficiency and yield-to-output ratio can be regulated by 

the public sector, which in turn translates into a powerful advantage in project capital 

efficiency and quality improvement. Under the driving force of maximizing profits, 

the private sector uses professional technology, talents, management, and capital 

allocation to reduce costs, improve management, and increase project operational 

efficiency, thereby maximizing service quality and improving service levels. In 

addition, the introduction of the private sector can also break the monopoly of public 

goods, ultimately improve the level of public services, and achieve market-oriented 

development of public goods. 

 

2. Analysis from the perspective of the private sector 

First, new business opportunities and development opportunities can be 

provided. The “One Belt, One Road” strategy involves more than 60 countries and 

regions, radiating to the EU, AU, Arab League, ASEAN and other vast regions and 

4.4 billion people, enriching the development of natural resources, economic 

resources and market resources. The potential has the superiority that no other 

regional development strategy can match. The B&R strategy, an international new 

economic cooperation belt with historical civilization and the vitality of the times, 

projects from it, such as the China-Italy Economic Corridor, the China-Singapore 

Economic Corridor, the China-Pakistan Economic Corridor, and the New Asia Europe 

The Continental Bridge Economic Corridor, etc., this series of international economic 

corridors has provided many opportunities for private enterprises to build and 

renovate railways, transform communication facilities, develop power facilities, and 

develop water conservancy facilities, thus helping enterprises that participated in the 

B&R construction  gain long-term stable returns. 

Second, you can enjoy financial subsidies, tax incentives and other policy 

support. Countries along the B&R also cover many key areas of Chinese private 

sector overseas investment. Therefore, from the perspective of investors, the private 

sector can participate in the B&R infrastructure project by cooperating with the 

government, so that it can get more commitment from the host government, as well as 

fiscal subsidies, tax incentives and other policies 121 . Therefore, the process of 

introducing the “One Belt, One Road” infrastructure into the PPP model is also a 

process of “cooperating” between the private sector and the government, the private 

sector and the private sector internally. 

Third, it can provide a new strategic direction for the private sector's overseas 

investment and risk control needs. The PPP model provides a full range of services for 

design, financing, construction and operation of overseas infrastructure projects, 

enabling enterprises to transform from “contractors” to “integrated service 

providers”,122extending the upstream and downstream industrial chains and helping to 

reduce overseas investment risk of private departments, enhancing the company's 
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comprehensive operational capabilities, which in turn effectively increases the 

company's profit margins. Transnational PPP projects usually have political 

guarantees in the form of memorandums of cooperation between countries, and at the 

same time sign standardized format contracts, which will help to rationalize the 

multiple interactions involved in the parties and generate incentives and constraints. 

10.2 PPP Mode in the Practice of BRI and SSC 

After understanding the connotation, types and advantages of the PPP model, 

this section will elaborate on the applicability of the PPP model in the construction of 

the BRI project and the Sino-South cooperation, and the specific practical conditions 

of the PPP model. Based on this, this section will briefly evaluate the application of 

PPP mode. 

10.2.1 PPP Mode in Project Cooperation along the B&R 

1. The huge funding gap in national infrastructure along the B&R 

According to statistics, most of the countries along the B&R are low- and 

middle-income countries, and the per capita GDP is only 46.4% of the world average. 

After subtracting 16 high-income countries such as Singapore and Qatar, the per 

capita GDP of 49 developing countries along the line is only 42.3% of the world 

average123. In addition, from the 2016 Logistics Performance Index data released by 

the World Bank, the comprehensive score of the logistics performance index of 

countries along the B&R lags behind the global average of 2.884. Laos is only 2.07, 

Afghanistan is 2.14, Iraq is 2.15, and Cambodia is 2.80. The weak infrastructure has 

seriously restricted the development of national urbanization and regional economic 

integration of the B&R. 

Taking Russia as an example, its infrastructure in the fields of transportation, 

industry, energy, manufacturing, etc. was mainly built during the Soviet era, and it is 

currently facing a new generation. In emerging economies, many countries have a 

lower level of infrastructure and urbanization than China, and in 2017 China's 

urbanization rate was only 58.52%124. In particular, countries such as Syria, Iraq, and 

Afghanistan have suffered from war and have a greater need for infrastructure 

reconstruction. According to the Asian Development Bank, the amount of investment 

required in the infrastructure sector in the Asian region will reach US$8.22 trillion in 

the next decade, relying solely on Asian Development Bank, Asian Infrastructure 

Bank, developed country ODA (Government Development Assistance) and other 

international loans, obviously, the funding needs cannot be met. According to 

estimates by the Oxford School of Economics, by 2030, the investment funds needed 

by countries along the BRI will face huge gaps. The serious shortage of infrastructure 

has become a bottleneck restricting the rapid development of the B&R construction. 

Therefore, it is necessary to enhance the interaction between the government and 

social capital, use the PPP model to broaden the financing channels, thereby making 

up for the financing gap of the B&R project construction. 

 

2. PPP mode in national project cooperation along the B&R 

China's PPP model has rich practical experience and can provide favorable 
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protection for the “One Belt, One Road” PPP construction. After 2013, PPP replaced 

government financing platforms such as urban construction and urban investment, and 

played an increasingly prominent role in China's domestic public project construction. 

As of May 31, 2018, warehousing projects of China's PPP integrated information 

platform project are 7206 in total, with a total investment of 11.3 trillion yuan.125 

Promoting the PPP model will help China to better play its role in improving the “One 

Belt, One Road” investment and financing system. 

At the same time, the government has also recognized the applicability of the 

PPP model. In March 2017, the National Development and Reform Commission 

issued the Notice of the General Office of the National Development and Reform 

Commission on the “Report of the BRI PPP Project”, which collected a total of 44 

declared projects for infrastructure and public utility PPP projects since 2013 

promoted by countries along the B&R. 

In terms of regional distribution, the declared projects cover five continents of 

Asia, Europe, Africa, South America and Oceania, involving 25 countries, including 

14 countries in Asia, 6 countries in Europe, 2 countries in Africa, and 2 countries in 

South America. Countries, one country in Oceania. There are developed countries 

such as the United Kingdom, Germany, and Australia, as well as developing countries 

such as Egypt, Cambodia, Pakistan, and Bangladesh. 

From the perspective of project categories, there are energy projects such as 

hydropower stations, photovoltaic power plants, oil and gas pipelines, clean coal-fired 

power stations, transportation projects such as airports, ports, and terminals, as well as 

information security projects such as network security, optical cable transmission, and 

government fiber-optic broadband. There are also environmental protection projects 

such as river comprehensive management, garbage power generation, clean water, 

etc., as well as industrial projects such as industrial new city, economic and trade 

cooperation zone, and airport industrial park. 

In order to implement the major strategic decision-making arrangements for the 

Party Central Committee and the State Council to promote the B&R construction, and 

better use the PPP model to promote infrastructure interconnection, the National 

Development and Reform Commission and 13 departments and units have jointly 

established the B&R PPP working mechanism, which will strengthen cooperation 

with countries along the B&R in infrastructure and other areas, actively promote the 

PPP model, encourage and support Chinese enterprises to go global, and promote 

relevant infrastructure projects as soon as possible. 

The BRI covers countries in Asia, Central and Eastern Europe, the 

Commonwealth of Independent States and Africa. As of May 2017, there are 865 PPP 

projects along the B&R countries, with a total investment of approximately US$0.53 

trillion and an average investment of 5.8 per project126. According to geopolitics, there 

are a total of 692 PPP projects in Asia along the B&R countries (including the Sinai 

Peninsula in Asia and Africa, Turkey, Greece and Cyprus at the Asia-Europe border), 

with a total investment of about 342.9 billion US dollars. Among them, 135 PPP 

projects in ASEAN (including 10 countries including Vietnam and Laos) have a total 

investment of about 117.5 billion US dollars; 6 PPP projects in Central Asia 

(including Kyrgyzstan and Kazakhstan), with a total investment of about 2.1 billion 

US dollars, West Asia (including Qatar, Iran and other 18 countries) 131 PPP projects, 

total investment of about 70.7 billion US dollars; South Asia (including India, 
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Pakistan and other 8 countries) 420 PPP projects, the total investment of about 152.6 

billion US dollars. The B&R countries have a total of 173 PPP projects along the 

European Union, with a total investment of approximately US$159.9 billion. Among 

them, 122 PPP projects in Central and Eastern Europe (including 16 countries 

including Bulgaria and Poland) have a total investment of about 60.7 billion US 

dollars; 51 PPP projects (including 7 countries including Russia and Ukraine), with a 

total investment of about 99.2 billion US dollars.  

The PPP projects along the B&R countries are mainly concentrated in the 

transportation industry such as airports, ports and terminals, oil and gas transportation 

and other oil and gas industries, hydropower stations, clean coal-fired power stations, 

photovoltaic power stations and other power industries, as well as mining industries. 

The impact of the national industrial structure is obvious. The ASEAN countries have 

rapid economic development and abundant water resources. Hydropower stations and 

other power-based PPP projects account for the highest proportion of electricity; in 

West Asia, Central Asia and the Commonwealth of Independent States, oil and gas 

exploration and smelting industries are developed, so oil and gas PPP projects in the 

region have the highest proportion, Russia's oil and gas PPP projects accounted for 

45% of the total number of PPP projects in the country; South Asian countries, 

especially India's municipal transportation and other public goods supply demand is 

urgent, transportation PPP projects account for more than 30% of the total. 

The BRI is an innovative international cooperation development concept and 

model proposed by China under the new global development situation, with particular 

emphasis on giving play to the decisive role of the market in resource allocation. The 

PPP model is a business model that combines government and market resource 

innovation. It can solve the problem of insufficient supply of government 

infrastructure and create new industrial chains and new growth points. Therefore, PPP 

will become the mainstream international cooperation supply method for public goods 

and public services including infrastructure along the B&R countries. 

10.2.2 Specific Practice of PPP Mode in BRI Projects 

In 2017, Chinese companies added new investments to 59 countries along the 

B&R, totaling US$14.36 billion, down 1.2% year-on-year127, mainly to Singapore, 

Malaysia, Laos, Indonesia, Pakistan, Vietnam, Russia, UAE and Cambodia. In terms 

of foreign contracted projects, Chinese enterprises have newly signed foreign 

contracted projects in 61 countries along the B&R. The number of newly signed 

contracts was 7217, with a contract value of US$144.32 billion, accounting for 54.4% 

of the newly signed contracts for China's foreign contracted projects in the same 

period, and the investment amount accounted for 12% of the total.128 The “One Belt, 

One Road” infrastructure investment and construction need to ensure the leadership 

and participation of the public sector, while at the same time introducing the funding, 

experience, management and coordination capabilities of other departments to meet 

the needs of the project. Therefore, the PPP model has become a common practice in 

the construction of infrastructure financing in many countries, and there have been 

many applications in the construction of the B&R project. 

In 2015, Silk Road Fund invested the first order of 1.65 billion US dollars, which 

is to adopt the PPP model and adopt BOOT investment method to help the 

construction of the Carlot Hydropower Station in China-Pakistan Economic Corridor. 
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The Almaty Ring Road project in Kazakhstan, which was jointly invested by the 

European Bank for Reconstruction and Development and the local government, was 

Kazakhstan’s first PPP project, which opened the first step in public-private 

partnerships and promoted Kazakhstan’s legislation on PPP projects. Sri Lanka has 

launched a number of DPO and BOT water PPP projects covering a wide range of 

areas including desalination, wastewater treatment and water supply. On November 

28, 2017, the Board of Directors of the Asian Development Bank (ADB) approved a 

$120 million loan to support the daily processing in Jaffna, northern Sri Lanka, on the 

basis of the previous $90 million. The construction of a desalination plant with a 

capacity of 24,000 cubic meters per day and a supporting water supply network of 

700 kilometers.129 The project is the first water DBO contract in Sri Lanka and the 

first medium-sized seawater desalination project funded by ADB. 

The PPP projects between China and the “One Belt, One Road” development 

countries are mainly concentrated in the transportation industry such as airports, ports 

and terminals, oil and gas transportation and other oil and gas industries, hydropower 

stations, clean coal-fired power stations, photovoltaic power stations and other power 

industries and mining industries. The main PPP projects include the H2K Expressway 

North and South Line Project (BOT) in Jamaica, the Deepwater Port and Industrial 

Park Project (DBFOT) in Myanmar, the East Africa Aji Railway Project (EPC+OM), 

and the PAYRA2*660MW coal in Bangladesh. Power Plant PPP Project (BOO), 

Cambodia Ganshui Hydropower PPP Project (BOT), Pakistan Kassim Coal-fired 

Power Plant PPP Project (BOO), Pakistan Sachar 50MW Wind Power Project 

(EPC+OM), Cambodia Elsie Downstream Hydropower Project (BOT), the PPP 

project (BOT) of the Mardus Mar2 Expressway in Colombia, and the Port City 

Project (BOOT) in Colombo, Sri Lanka. The following is a brief introduction to the 

South-North Line project of the H2K Expressway in Jamaica, the Deepwater Port and 

Industrial Park project in the Myanmar Special Economic Zone, and the East Africa 

Aji Railway Project. 

 

1. Jamaica H2K Expressway North and South Line Project 

 

(1) Basic information of the project 

The South-North Line of the H2K Expressway in Jamaica is the largest 

transportation project in Jamaica's history. The project starts from the Spanish city in 

the south and reaches the tourist city of Ocho Rios in the north, with a total length of 

66.163km and a total investment of 734 million US dollars. “China Harbour”, “China 

Communications International”, “China Communications First Air”, “China 

Communications Second Public Office” and “China Communications Second 

Hospital” jointly invested in the establishment of a Caribbean infrastructure 

investment company in Barbados. The company wholly-owned holding the Jamaica 

North-South Expressway Company as a project company. The latter signed an 

agreement with the Jamaican Highway Operation and Construction Company and is 

officially approved to replace the French Bouygue Company to construct and operate 

the Jamaica North-South Expressway in a BOT manner. 

On December 21, 2012, Jamaica North-South Expressway Company signed an 

EPC general contracting agreement with China Harbour. The project started on 

January 28, 2013, and the middle section was completed on August 6, 2014. The trial 
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operation was completed in February 2016. The north and south sections were 

completed in February 2016 and are expected to be handed over in 2066. 

Bank loans for the Jamaica North-South Expressway project are all provided by 

the National Development Bank. On August 27, 2013, the project company signed a 

loan agreement with the China Development Bank. According to the long-term loan 

agreement, the ratio of the capital and loan of the North-South Expressway is 1:3, the 

project capital is about 150 million US dollars, and the loan amount is 425.5 million 

US dollars and 200 million yuan, the loan period is 20 years, of which the grace 

period is 3 years (including the construction period), the repayment period is 2017-

2033, and the contractual loan interest rate is 6 months Libor+460BP.130 

(2) Characteristics of project cooperation 

First, pay full attention to the preliminary risk assessment work. The north-south 

line of Jamaica's H2K expressway was originally built by Bouygue in France in 2007. 

However, due to the lack of geological exploration, the construction difficulty was 

insufficient, and the work was suspended under unfinished conditions. The budget 

was seriously exceeded, subsequent increases in investment and negotiations with the 

owners and the government broke down. Subsequently, China Harbour Corporation 

replaced it and officially approved the construction of the H2K Expressway North-

South Line by BOT. Compared with the home country project, there are many 

uncertainties in the construction of overseas projects, such as administrative 

examination and approval, project exploration, land acquisition, land acquisition, cost 

control and legal rules. Bouygue's failure experience reveals that overseas projects 

need to pay more attention to the preliminary risk assessment work, especially to 

make full use of local resources, hire national experts to conduct detailed field visits 

and seminars, and achieve localization assessment, planning and operation of 

overseas projects. 

Second, legislative experience is worth learning. Jamaica adopts the English 

legal system and the legal system is relatively sound. The main basis for Jamaican 

highway authorized operations is the Toll Road Act. The highway franchise 

agreement was submitted to the Jamaican Ministry of Communications for approval 

and approval by the Cabinet. Other road-related laws in Jamaica include The Road 

Traffic Act, The Main Road Act and more. The legal system of a country, especially 

the legislation on the PPP model, will largely determine whether the interests of all 

parties in the project can be guaranteed. China's current PPP-related legislation only 

stays in administrative regulations, with lower legal levels and weaker 

professionalism. Jamaica’s PPP legislation is worth learning. 

Third, the PPP model can serve as one of the ways for domestic companies to 

broaden their overseas markets. For domestic enterprises, the South-North Line 

project of the H2K Expressway in Jamaica is the first road investment project of 

China Harbour and even China Communications Group overseas. During the project 

period, the Jamaica side will give Chinese investors, contractors and subcontractors a 

series of preferential incentives such as general consumption tax, customs duties and 

capital gains tax, which will not only help Chinese enterprises to expand new business 

areas, but also expand overseas business, involve in market competition in other fields 

and regions. The success of project cooperation also confirms the feasibility of PPP 

model as a Chinese company to open up overseas markets. 

 

                                                        
130 The “One Belt, One Road” case of the Jamaica H2K Expressway North and South Line PPP project. China PPP service platform. 

http://www.chinappp.cn/newscenter/newsdetailanalysis_7023.html 



2. Port and Industrial Park Project in Myanmar Special Economic Zone 

 

(1) Basic information of the project 

The Deep water Port and Industrial Park project of the Myanmar Special 

Economic Zone is located in the Myanmar Special Economic Zone, including the 

Deep water Port Project and the Industrial Park Project. In response to the call of the 

Myanmar government, CITIC Group led the internationally renowned multinational 

corporation group to form a bidding consortium ("CITIC Consortium"), which was 

consulted by Singapore Jurong and PricewaterhouseCoopers as a consultant and 

participated in bidding of the deepwater port project and industrial park project. 

In terms of resource integration, CITIC Consortium has strong investment and 

financing capabilities, global customer network relationships, internationalization, 

professional project management team and implementation experience, international 

advanced technology, development concepts and efficient operational management 

capabilities. It is a key element of the winning bid. 

In terms of land strategy, in order to ensure the simultaneous bidding of ports and 

industrial parks, the CITIC Consortium refers to the land prices of the Dilawa Special 

Economic Zone in Myanmar, and gives higher prices within the acceptable range. The 

high land price strategy of the industrial park established the competitive advantage of 

the CITIC Consortium. 

The project adopts the integrated operation mode of “design, build, finance, 

operation, and transfer (DBFOT), which belongs to the transformation of BOT and 

adds design and financing process based on BOT mode131. Among them, the design 

and construction of the port combined with the Chinese harbor, and the operation 

transfer part was combined with the China Merchants Group. The industrial park part 

cooperates with Tianjin TEDA and China's Yunnan Construction Engineering, which 

has geographical advantages and resource advantages, and combines the Thai 

Zhengda Group, which has strong influence and resource advantages in Southeast 

Asia. Different from the traditional EPC, the consortium model integrates various 

advantageous resources and is expected to improve the overall operational capability 

of the project, reduce the life cycle cost of the project, and improve the operational 

efficiency of the project. 

 (2) Characteristics of project cooperation 

First, the enterprises will go out to sea and the construction and transportation 

will be guaranteed. The DBFOT model encourages the integration of design, 

financing, construction, and operations. Reform measures such as market opening, 

full life cycle management, and performance payment require social capital to adopt a 

supply chain integrated management model to promote industrial integration and 

optimization. The consortium fully demonstrates the ability to integrate and integrate 

in the deep-water port and industrial park projects of the Yiping Special Economic 

Zone. It is a model for successfully using the PPP model to support the BRI. China 

CITIC Group actively responds to the BRI, and cooperates with China Harbour, 

China Merchants Group, Tianjin TEDA, Yunnan Construction Engineering and 

Thailand Zhengda Group to form a multi-national enterprise group of industrial parks 

and deep water ports, to give full play to their respective resources advantages, the 

synergy effect of the project is achieved to the greatest extent. 

 

                                                        
131 One Belt, One Road” PPP Project Case – Deepwater Port and Industrial Park Project of Myanmar Special 

Floating Economic Zone. New PPP Platform. 

http://www.newppp.com/show/14188.htm 



Second, the port processing industry park provides comprehensive solutions. The 

DBFOT model is not only a means of investment and financing, but also a 

comprehensive social service reform of public service supply, which has a 

comprehensive traction effect. The deep-water port and industrial park project of the 

Yipeng Special Economic Zone combines deep-water port and industrial park to 

provide comprehensive solutions, effectively enhance brand and added value, not only 

in line with the core concept of PPP, but also helps achieve sustainable development 

of local cultural environment. 

 

3. East Africa Yaji Railway Project 

 

(1) Basic information of the project 

The Aji Railway across Africa is operated for both freight and passenger. It runs 

from the Ethiopian capital of Addis Ababa in the west, passes through the important 

cities of Adama, Dreida, and east to the port of Djibouti. It is about 752 kilometers in 

length and is built on the standard of China's secondary electrified railway. 

The entire eastern section of the railway was built by China Civil Engineering 

Group Co., Ltd. (“Zhongtu Group”), and the western section was undertaken by 

China Railway Second Bureau Co., Ltd. (“China Railway Second Bureau”). The 

project agreement was signed at the end of 2011, the whole month was paved in June 

2015. 

In terms of project financing, 70% of the funds of the Ethiopian Railway and 

85% of the Djibouti Railway are funded by the Export-Import Bank of China. Egypt 

and Kyrgyzstan respectively insured credit guarantee insurance for China's export 

credit insurance companies.132 

This project is the operation mode of EPC+OM. The Yaji Railway project is built 

in a turnkey mode integrating design, procurement and construction. In the later 

operation stage, the Zhongtu Group and China Railways joint ventures were 

purchased by invitation of bidding to operate the railway management. 

 (2) Characteristics of project cooperation 

First, “build” to “management”, which is from EPC to “integration of 

construction”. At the beginning of the operation of the Yaji Railway Project, Chinese 

companies will take into account future operations and maintenance, and realize the 

transformation from a simple construction party to an investor and an operation 

service provider. From the “turnkey project” of general contracting to the “integration 

of construction” model, the whole industry chain closed from investment and 

financing, design and construction to operation, which can reduce the transaction cost 

between construction and operation, and enhance the market strength of the enterprise 

and the overall benefits of the project, help the railway to better play its economic and 

social values. 

Second, realizing the comprehensive development of the entire industry chain 

and the development along the railway, and become a replica of the “Aji model”. The 

Yaji Railway is the first multinational electrified railway that is provided by Chinese 

companies for investment, planning, design, construction, supply, operation and 

maintenance, and is built with Chinese standards. Through the implementation of 

China's standard railway project, the whole industry chain will be brought out of the 

country, realizing the transformation from the single mode of product output to the 
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output of industrial capability. Through the railway, it promotes economic 

development along the line, to achieve international capacity cooperation. While 

carrying out the construction and operation of the Yaji Railway, Chinese enterprises 

participate in investment and construction of industrial parks along the railway, create 

an economic corridor of the Yaji Railway, drive economic development along the line, 

and strive to form a favorable pattern for the joint development and mutual promotion 

of railways and industries, provide economic and social development of the two 

countries a strong impetus. 

10.2.3 Evaluation of the PPP Mode 

In the process of project cooperation with countries along the B&R, China 

mainly adopts the BOT model and the “turnkey project” plus “construction 

integration” model of general contracting. These two modes have different 

advantages, and a brief analysis is performed below. 

 

1. BOT mode 

Adopting the BOT model can reduce the government's sovereign debt and debt 

service obligations; it can transfer the risk of public institutions to private contractors, 

avoiding the public institutions to bear the full risk of the project; it can attract foreign 

investment to support the construction of domestic infrastructure to solve the problem 

of lacking of construction funds in developing countries. BOT projects are usually 

contracted by foreign companies, which will bring advanced technology and 

management experience to the country where the project is located, which will bring 

more development opportunities to domestic contractors and effectively promote the 

integration of the international economy. The biggest feature of BOT is that it can 

sometimes get preferential policies and expand financing channels because of 

government permission and support. 

In addition, BOT projects have limited recourse characteristics. The debt of the 

BOT project is not included in the balance sheet of the project company's 

shareholders, so that the project company shareholders can raise construction funds 

for more projects, which is why the BOT has been widely used by many equity 

bidders. Because infrastructure projects along the BRI usually have direct impact on 

society, and they use public resources such as roads, railways, and pipelines. The 

government is often reluctant to hand over the private rights of these transport 

networks to private individuals. In the BOT project, the project company must return 

the project facilities to the government after the concession period. Therefore, the 

ultimate management rights of the project facilities are still in the hands of the state. 

Private investors have no ownership of the project from beginning to end. Therefore, 

BOT is also called the “temporary privatization” process, that is, the BOT model is 

only a certain use of private investors by the government due to right to operate the 

project facilities within the certain period, but the essential attributes of the 

infrastructure have not changed. 

At the same time, it should also be noted that under this model, the government 

will lose control over project ownership and management rights during the concession 

period. Due to the large number of participants, the complicated structure, the period 

of the project is long and with high financing cost, it may lead to a large amount of 

taxation, loss of foreign exchange, predatory operation of the facility and asymmetry 

of risk sharing. 

From the perspective of the B&R SSC, the private sector of the BOT method is 

usually a foreign company, that is, the international BOT method. As mentioned in the 



BOT, BOO, and BOOT methods, the government can use this financing method 

without using the budget. For project cooperation between developed countries 

(North-North cooperation), due to the strong investment capacity of the private sector 

in the country, BOT project can be undertaken by the private sector of the country. 

For the transformation of the BOT model, BOOT represents the privatization of 

the center. After the project is completed, the private existing management rights also 

have ownership within the prescribed time limit. The ownership of the BOO project is 

no longer given to the government, representing a top level of privatization. 

 

2. The “turnkey project” and “construction integration” mode  

The advantages of this model are: (1) the owner entrusts the design, 

procurement, construction and start-up services of the project to the general contractor 

for organization and implementation. The general contractor can exert his subjective 

initiative and can use his advanced management experience to create more benefits 

for the owners and contractors themselves, thereby improving work efficiency and 

reducing coordination workload; (2) less design changes, shorter construction period; 

(3) due to the use of the total price contract, basically no longer payment of claims 

and additional project costs; the final price of the project and the required duration are 

more certain. 

Chinese enterprises have shifted from the “turnkey project” of general 

contracting to the “integration of construction” model, realizing the closed loop of the 

whole industry chain from investment and financing, design and construction to 

operation, and transform to the role of investors and operators from simple 

construction side. The transformation also shows the diversified development of 

Chinese enterprises in international contracting services. 

However, this model also has the following limitations: the owner cannot control 

the entire project; the general contractor is responsible for the cost duration and 

quality of the entire project, increasing the risk of the general contractor, it obtains 

more profit by reducing risk. Also profits may be reduced by adjusting the design plan 

that may affect the quality of the project in the long run; due to the total price 

contract, the flexibility of the contractor to obtain the owner's change and additional 

costs is small. 

10.3 Risk and Countermeasure of Project Cooperation in PPP Mode 

10.3.1 Risk of PPP Mode 

Although the BRI project has high social benefits, it has a large investment scale, 

a long investment cycle, a low short-term rate of return, and high risks. The 

willingness to participate in cross-border private capital is weak. From the perspective 

of global project construction, the proportion of private capital investment is only 

0.8%. 133  Private capital will carefully select investment projects based on the 

investment environment and political risk factors of the project. As the construction of 

the B&R project faces risks such as political policy risks, legal and regulatory risks, 

and investment returns, it has seriously affected the willingness of social capital to 

invest and finance projects along the B&R project. 

 

1. Political and policy risk 
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Wang Shouqing (2014)134 pointed out that risk always implements the whole 

process of PPP projects, but we should pay special attention to government credit risk 

and default risk most. If the project requires financial subsidies, special attention 

should be paid to the government's financial ability to pay. 

The first is the risk of PPP caused by geopolitical complexity. The B&R is an 

international cooperation led by governments. The stability of the political situation 

will affect the implementation of the BRI PPP project. Complex factors such as social 

class contradictions, ethnic and religious issues affect some of the countries along the 

B&R. They have long been in political turmoil, ethnic conflicts and wars, and 

geopolitical complexity is prominent. The imbalance of structural power in the 

Middle East has intensified, the disputes between the parties in various countries have 

been raging, and the national politics contains a lot of uncertainty. Terrorism, 

extremism, nationalism, and religiousism in Central Asia and West Asia are rampant. 

Refugee issues and regional disputes have a long history. In Southeast Asia, political 

transformation is taking place, and the contradictions between populism and ethnic 

groups are being released. The collision of various ideologies and the intervention of 

external forces have greatly challenged the continuity and stability of their policies. In 

2010, PetroChina’s drilling project in Libya ended in failure, and its most direct cause 

was attributed to the turmoil in Libya. Since 2015, these conflicts and wars have not 

shown signs of easing in the context of multiple political and economic interests. 

Second is the PPP risk caused by policy changes. The change of domestic power 

in some countries along the B&R or the lack of continuity in government policies will 

also lead to political risks in PPP projects. In 1994, the failure of the British-French 

Channel Project and the 2008 Qingdao Veolia Wastewater Treatment Project all have 

factors of government policy instability. 

 

2. Legal and regulatory risks 

At present, for China, the domestic PPP model of laws and regulations is not 

perfect, and some areas are even in a blank or initial stage, but the cross-border PPP 

project-related investment regulations are even lacking, and at the same time along 

the B&R countries, the legal system is also very different, and most of the laws and 

regulations related to PPP are in their infancy. At the same time, although there are 

many PPP related policies, the effectiveness level is low, and there are conflicts and 

ambiguities. Also the normative nature of the project and the spirit of the contract 

parties need to be further strengthened. Enterprises in the B&R countries need to 

overcome the laws and regulations of the two major environments at home and abroad 

so as to do cross-border investment through the PPP model, and the potential threat of 

the foreign legal environment to PPP projects is also large. Therefore, it is necessary 

to pass legislation to effectively protect the legitimate rights and interests of all 

parties, especially to enhance the confidence of private capital investment, eliminate 

its worries, and further improve the quality and efficiency of public service supply. 

 

3. Risks of conflict and interest 

The government's public sector conducts activities to pursue the public interest, 

while the private sector aims to pursue economic interests because of its profitability. 

These two different interests appeals easily lead to interest disputes between the 

public and private sectors, making public-private conflicts a common risk for PPP 
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projects. In the Bird's Nest PPP project in 2003, CITIC Group intended to sell the 

naming rights of the Bird's Nest to enterprises for profit. This move was opposed by 

the general public. At the same time, due to the relatively expensive visits to the 

Bird's Nest prescribed by CITIC Group, people also questioned the public welfare of 

the Bird's Nest as a national image building. In addition, the countries along the B&R 

are more complicated. There are many internal and external interest groups in various 

countries and regions, such as Central Asia, the Middle East and Southeast Asia. It is 

the “frontier position” of the political and economic games of major powers. For PPP 

projects that carried out in these regions, in addition to balancing the interests of both 

parties in the process of implementation, the project must also take into account the 

interests of the non-regional stakeholders that may be involved. 

 

4. Return on investment risk 

Most of the investment projects of Chinese enterprises along the B&R are 

concentrated in the infrastructure sector. The large scale of investment, long 

construction period and low profit rate are the characteristics of project construction. 

The economic development of developing countries along the B&R is relatively 

backward, the political situation is unstable, and the construction of laws and 

regulations is not perfect, which will amplify the investment return risk of China-

South Africa cooperation. 

 

5. Religious cultural risks 

The religious and cultural risks caused by the existence of special religious and 

cultural conditions along the B&R cannot be ignored. Central Asia and the Middle 

East belong to the Islamic coverage area; East Asia, Southeast Asia and South Asia 

mainly believe in Buddhism and Islam; some countries also believe in Christianity for 

historical reasons. Under this religious belief pattern, countries have different customs 

and cultural taboos. If domestic enterprises want to carry out PPP investment in the 

B&R, they need to have a comprehensive understanding of these religious cultures so 

as not to cause investment mistakes. 

10.3.2 Countermeasures for Risk Prevention in PPP Mode 

The risks involved in the implementation of PPP projects under the B&R 

cooperation framework are complex, correctly identify the risks of their existence, 

and effectively prevent and control risks, which will help Chinese enterprises to carry 

out overseas investment activities and accelerate the internationalization of capital 

markets. . 

 

1. Institution building and overall coordination at the national level 

First, we must strengthen government cooperation and establish a coordinated 

governance mechanism to share political risks. The government should create a 

harmonious diplomatic environment for Chinese enterprises to invest, maintain good 

diplomatic relations with the capital-investing governments, conduct macro-control of 

their government policies, reasonably predict and coordinate the relationship between 

the parties, and build a benefit-sharing network. 

Second, it should standardize process management and construct a risk aversion 

system. It is necessary to give full play to the existing bilateral and multilateral 

cooperation mechanisms, effectively utilize international financial resources, and 

widely diversify risks; at the same time, improve the insurance system and improve 

the dispute settlement mechanism. In the face of force majeure, war and other force 



majeure risks, we should improve the domestic foreign investment insurance system, 

mainly setting up funds insurance institutions by the government, sign insurance 

agreements with investment companies to share the project risks, and build 

confidence in the company's foreign investment. 

Thirdly, we actively learn from the relevant laws and regulations of foreign PPP 

development and mature countries, build China's PPP legal system, and actively 

participate in the formulation of international cooperation rules along the B&R. In 

addition, since the construction of tax laws and regulations is a key area, taxation in 

all countries should be as transparent as possible. Based on the “One Belt, One Road” 

cooperation concept, the taxation of countries along the B&R will be actively 

integrated into the international taxation system to establish a primary integration 

model. 

Finally, religious and cultural exchanges and cooperation along the B&R should 

be strengthened. On the one hand, universities along the line should actively carry out 

scientific research activities in related fields such as religious culture and ethnology, 

cultivate talents who serve the B&R cooperation framework, and give enterprises 

support for investing in religious and cultural information to enhance the culture of 

enterprises and local people. On the other hand, in order to carry out a wide range of 

religious and cultural exchange activities with the goal of building “One Belt and One 

Road Values”, the government should encourage various religious groups in the 

country to conduct dialogues and exchanges with religious groups along the B&R to 

promote the communication of people’s economic life through the exchange of faith 

and culture.  

 

2. Assessment on business environment of PPP in the host country 

First of all, we should do a good job of localization. Enterprises should pay 

attention to the analysis of local conditions and do a good job in relevant professional 

capacity building, including due diligence on resources, technology, standards, 

culture, etc., adapting to local conditions and applying PPP mode in a timely manner. 

Second, we should strengthen research on the laws and regulations of host 

countries. When investing in PPP projects, enterprises should conduct in-depth legal 

research on the host countries along the B&R, involving taxation, foreign exchange, 

investment, contracts, etc., especially paying attention to contractual issues, and 

sharing benefits and risks for both parties. The share ratio must be clearly stated, and 

risk prevention and control and early warning work should be done in a timely 

manner. 

10.3.3 Call for a new PPP Cooperation Model under the BRI 

In view of the political policies, laws and regulations, interest contradictions, 

investment returns, religious culture and other risks in the construction of the B&R 

project, the existing project construction has the problems of financing channels, 

financing methods, financing entities and financing mechanisms. Therefore, it is 

necessary to actively innovate the PPP cooperation model, thereby further exerting its 

role in bridging the financing gap and more effectively improving the efficiency of 

global capital allocation. 

First of all, PPP projects should comply with internationally accepted rules, 

including bilateral and multilateral economic and social cooperation framework 

agreements signed by China and relevant countries, as well as international rules such 

as environmental protection and ecological construction, citizen participation, social 

development, environmental protection, and low carbon emission reduction 



formulated by relevant international institutions such as the World Bank, Asian 

Development Bank, and the United Nations.  

Secondly, from the development trend of constructing a diversified investment 

and financing system framework, in order to mobilize more private sector funds to 

actively promote the PPP model and enhance the attraction of project construction to 

private sector investors, it is necessary to achieve greater model innovation and 

security guarantee. Give full play to the leading role of Asian infrastructure 

investment banks and design profitable projects and products for private capital to 

participate in cross-border project construction. At the cross-regional level, it is 

necessary to give full play to existing bilateral and multilateral cooperation 

mechanisms, effectively use international financial resources, and share risks 

extensively. According to the “Vision and Action of Promoting the Joint Construction 

of the Silk Road Economic Belt and the 21st Century Maritime Silk Road”, combined 

with the actual needs of countries along the B&R, the priority development project 

area will be determined, and establish a project library including project feasibility 

report, creating a better environment for the development of PPP projects.  

Third, cross-border infrastructure asset securitization should be implemented. 

Specifically, the proceeds of cross-border infrastructure are targeted for the issuance 

of bonds for financing. For the built-up cross-border infrastructure, the 

implementation of asset securitization can be a channel for investors to withdraw; for 

a cross-border infrastructure that has not been built, it can become an important way 

for private small capital to participate in infrastructure construction.135 Establish a 

“One Belt, One Road” cross-border infrastructure stock exchange, and provide a 

platform for domestic and even private capital to participate in “One Belt, One Road” 

cross-border infrastructure investment. 

Finally, we must pay attention to the innovation drive, rationally design the PPP 

model transaction structure, contract system, profit model, exit mechanism, etc., and 

fully mobilize the enthusiasm of social capital. Actively plan to develop “One Belt, 

One Road” equity investment funds, investment and loan funds and government-led 

funds with private capital as the main part. At the same time, the smooth exit channel 

and perfect exit mechanism are also important guarantees for social capital to 

participate in PPP projects. The construction unit that is the social investor of the PPP 

project and the financial institution that is the initial financial investor can use the 

asset securitization tool to withdraw from the PPP project, and transfer it to the bond 

investors who are more suitable for long-term investment, such as insurance, social 

security fund and pension fund, increasing investment utilization. 

10.4 Project Cooperation under Resource Financing Model 

In addition to the new project-financing model of PPP, for the countries with 

abundant resources along the B&R, we can take the play of the “resource financing 

model”, it know as the Angolan Model. Through resource financing, it will not only 

provide much-needed economic and people's livelihood infrastructure for developing 

countries with abundant resources along the B&R, but also expand the overseas 

contracting business of Chinese construction enterprises, thus achieving a good 

mutual benefit between China and South Africa.  

                                                        
135 Zhang Monan. A new concept of the “One Belt, One Road” PPP model, China Business News, 2015.7.20. 

 



10.4.1 The Connotation, Characteristics and Significance of the Angolan Model 

1. The connotation of the Angolan model 

Under the premise of mutual respect for national sovereignty and non-

interference in each other's internal affairs, the Angolan model is signed and 

contracted by enterprises on the basis of equality and mutual benefit with the support 

of both governments. In the absence of collateral and repayment capacity in Angola, 

China agreed to use the oil that was later mined to pay for the post-war reconstruction 

of Angola. This model is known as China's “Angolan model” for aiding Africa. 

Under this type of cooperation, the governments of China and Angola signed a 

cooperation framework agreement, and then the China Export-Import Bank loaned to 

the Angolan government to support the domestic construction of Angola. Chinese 

companies have the opportunity to contract for infrastructure projects in Angola 

through competitive bidding and enter Angola for construction. Angola uses oil as a 

guarantee and uses Angolan oil exports to pay for the construction costs of Chinese 

companies in Angola. If the agreement project is not implemented, the contractor will 

not be able to get the payment (the framework cooperation agreement itself does not 

involve oil trading, but the oil companies of the two countries subsequently signed the 

sales contract at the market price through the government, further combining the oil 

sales with the agreement repayment. ). The Angolan model is marked by the oil loan 

framework agreement signed by the Chinese and Angolan governments in 2004. 

China and Angola have cooperated through a “mutual exchange of oil” approach. 

 

2. Characteristics of the Angolan model 

First, repaying loans with resources or oil exports can avoid the debt burden of 

recipient countries. China has always provided assistance from the needs of the 

Angolan people to help them reduce their losses and burdens, promote their ability to 

improve self-reliance and promote their economic and social development. 

Secondly, it inherits the characteristics of China's aid to Africa without political 

conditions, that is, the assistance to recipient countries is not based on any political 

requirements. China’s aid provides African countries with a new and more relaxed 

channel and options for access. As a result, countries in Africa that need loans but are 

unable to meet the requirements of Western aid countries and international 

organizations have turned to China for assistance. 

Third, China will more closely integrate Angola's aid with economic activities 

such as trade and investment, namely “packaged aid” to seek mutual benefit and win-

win between China and Angola, breaking through the inherent definition of aid. 

In addition, this type of cooperation focuses on project construction. China's 

project construction in Angola is a prominent focus of the “Angolan model”. China's 

preferential loans to Angola provide funds for local project construction projects, 

giving priority to meeting the urgent needs of Angola, reflecting China's thinking on 

the future roads of most African countries such as Angola. It reflects China's 

assistance ideas that focus on people's livelihood. 

 

3. The meaning of the Angolan model 

The Angolan model belongs to the project cooperation model between China and 

countries with explicit resources. This model is also the fastest and short-term benefit 

of China's investment in Africa. This model is an economic cooperation relationship 

in which two countries have cooperation needs at the same time and make choices 

after rationally calculating costs and benefits. In this model, China provides a large 

number of loans of a preferential nature, mainly for the expansion of China's political 



and economic interests, especially to meet energy needs. Angola has a good 

impression of China because of its traditional friendship with China, but the basis for 

cooperation with China is still based on the needs of its own economic interests. 

The “Angolan model”, a resource-for-loan approach, has created a new model of 

cooperation between China and Angola. It is in this cooperation that Sino-Angolian 

companies have jointly established Sinopec-Angolan Petroleum International. The 

company invested $3 billion to build a refinery in Lobito, which has enabled Angola's 

crude oil processing capacity to increase rapidly. China's investment in the oil 

industry in Angola has succeeded in the development of multi-industry projects such 

as contracting projects and building materials. It not only solved the problem of 

financing difficulties, but also improved the ability of Angola's oil export to earn 

foreign exchange, which is in line with Angola's own development needs and solved 

the Chinese loan. The security issue has enabled China to obtain a stable oil import 

channel and achieve a win-win result. Angola uses the “loan for resources” credit 

model to truly invest its natural resources in economic and people welfare growth. In 

2012, per capita GDP has exceeded 4,000 US dollars. In addition, China’s 

development funds have also stimulated traditional Western donors, and traditional 

donors and aid organizations are no longer the only way for Angola to receive 

assistance. Both traditional donor countries and emerging countries have changed the 

scope of traditional aid areas and comprehensively increased the scale of aid to 

Africa. In the first half of 2009, Germany and Portugal provided $1.7 billion and $500 

million in credit for Angola. The United States and the United Kingdom also provided 

$120 million and $70 million in export credit. 

The Angola model is a cooperative mode of “resource-for-infrastructure” 

generated by China in the process of SSC, and it is mainly applied to large-scale 

construction projects. Therefore, the Angola model is suitable for project cooperating 

with countries with abundant resources along the B&R, and it also has important 

reference significance for project construction among the B&R countries in Central 

and South China. 

10.4.2 Evaluation of the Angolan Model 

Along with the rapid development of China-Africa relations, Western politicians 

and some media have accused China of engaging in "new colonialism" in Africa. 

However, this accusation is seriously inconsistent with the facts. Behind the 

prosperity of China-Africa oil trade is the improvement of the independent 

development capability of African countries. It is the acceleration of Africa’s 

liberation from the exploitation of Western oil giants, and it is by no means “new 

colonialism”. China-Africa cooperation is carried out in the context of sovereign 

equality and full respect for each other's wishes. 

First, China-Australia cooperation is complementary. Angola is rich in oil 

resources, but lacks the funds and technology needed for exploration and mining, and 

is in urgent need of assistance from foreign oil companies. The Chinese oil industry is 

rich in funds and has a large number of professionals and advanced technology and 

equipment. As an oil importing country, China needs to increase its foreign 

investment, establish a stable overseas oil and gas supply base, and establish a 

strategic oil reserve as soon as possible. Angola, as an oil exporting country, needs to 

introduce foreign capital, improve oil exploration and production capacity, and find 

stable export targets. . The cooperation between the two countries is highly 

complementary and a good thing for mutual benefit and win-win. 

Second, China-Shenzhen cooperation is an equal market behavior. China has not 



unilaterally wooed African political leaders to achieve the goal of controlling 

resources. The oil revenue used for the repayment of the framework agreement is the 

proceeds from the sale of oil at market prices, which is completely equal. In the 

project, the Chinese company is only constructed as a contractor in accordance with 

the requirements of the local owner. In business dealings, China has not adopted 

unfair channels or occupied any monopoly advantage to influence the market and 

obtain huge profits. Chinese companies stand out from the competition by virtue of 

their high quality and low price. In the competitive market, Angola dominates, they 

bid for projects and take the initiative to choose the right Chinese companies. 

Third, the business activities of Chinese companies in Angola are still very 

limited. Even in the construction industry, Chinese companies do not have large-scale 

and high-profit as enterprises in Portugal and South Korea. Chinese oil development 

companies have only cooperated through shareholding or purchase, and have not yet 

obtained operational rights in the Angolan oilfield. Some key local projects, such as 

natural gas plants, refineries, and diamond mining industries, do not involve Chinese 

companies, which fully reflects the principle of Angola's independent choice of ability 

and cooperation based on commercial interests. 

In addition, the impact of Chinese companies on local employment and business 

is only partial and short-term. On the one hand, China-Australia cooperation has 

created a large number of jobs directly or indirectly for the local market and promoted 

market prosperity. On the other hand, Chinese enterprises will inevitably take the 

development path of localization and integration in the future, reduce the Chinese 

expatriate staff, and strengthen cooperation between local businesses and society. 

10.4.3 Project Cooperation Cases of Angolan model 

1. China and Congo's project cooperation 

The Angolan model of “resources for resources” has become a model for 

investment cooperation between China and Africa. It has been promoted to 

cooperation with other countries with abundant resources in Africa. This model is also 

adopted by cooperation between China and the Democratic Republic of the Congo. 

In September 2007, China Exim Bank, China Water Resources Construction 

Group, and China Railway Engineering Corporation formed a joint fleet, investing 9 

billion U.S. dollars in Congo’s war-torn mines and infrastructure, including 3 billion 

U.S. dollars. used to improve mine conditions, provide its output capacity, and invest 

another $6 billion in infrastructure. 136 China Water Resources and Hydropower 

Construction Corporation and China Railway Engineering Group Co., Ltd. will own 

68% of the joint venture with Congo's state-owned copper company Gecamines, and 

also obtain the mining rights of two large copper-cobalt mines. According to the 

agreement, the profit of the first phase of the project is used to repay investment and 

local project construction investment. 

The “resource-credit-project” package of cooperation between China and Angola 

and the Democratic Republic of the Congo has spread to more than 10 countries in 

Africa, including Algeria, Nigeria, Libya, Niger, Egypt, Equatorial Guinea and 

Tunisia. There are dozens of oil and gas cooperation projects assisted. Since then, 

Africa has become an important source of Chinese oil imports. China's oil imports 

from Africa account for one-third of China's total overseas crude oil imports. The 

diversification of oil sources marks the substantial breakthrough of China's global oil 

                                                        
136 Wu Yunling. China will fund Congo (gold) copper mines and infrastructure construction, Hexun News, 2008-2-

18. http://news.hexun.com/2008-02-18/103680059.html 



strategy.  

 

2. Project cooperation between China and Gabon 

The rich iron ore resources in the Belinga region of Gabon have already been 

explored, but the development of iron ore requires the construction of infrastructure 

such as hydropower stations, railways and deep-water ports. The investment is huge, 

and Western countries believe that investment risks are high so no cooperation 

created. China implemented the project by using the “Angolan model”. In September 

2006, the Gabonese government authorized the China Machinery and Equipment 

Import and Export Corporation to mine the rich iron sand resources in the Belinga 

area, and the extracted iron ore reserves will be used to pay for the initial investment. 

The project's investment amounted to US$3.5 billion, which is equivalent to 30% of 

Gabon's GDP. 

 

3. Project cooperation between China and Ghana 

The project cooperation between China and Ghana includes two periods, one is 

the “package” cooperation period; the second is the development equity investment 

period. 

(1) "Package" cooperation period 

In order to solve the power crisis, Ghana decided to build a hydropower station 

and seek funding and technical support from China. In 2007, the Export-Import Bank 

of China signed a loan agreement with the Ministry of Finance of Ghana to provide a 

$292 million export credit for the Bui Bui power station project, using commercial 

interest, and a $270 million concessional loan. Interest is a fixed rate of 2%. The 

funds use Ghana's largest export material, cocoa beans, as a guarantee. Ghana's annual 

sales of a fixed proportion of cocoa beans into a parallel regulatory account to pay for 

Chinese loans. 

In 2010, the Chinese and Canadian governments signed a framework agreement. 

China decided to provide Ghana with a credit of US$3 billion to support Ghana's 

domestic project construction and industrialization. The $3 billion “package” 

agreement uses Ghana’s oil export revenue as a guarantee, while the projects funded 

are negotiated by China and Canada. However, the $3 billion will gradually stop after 

2015. Except for the $1 billion used by Huawei's network project and Sinopec natural 

gas project, other projects have been basically stopped or cancelled. The reasons for 

this result are: (1) Due to the 2008 financial crisis and the decline in global oil 

demand in the post-crisis era, oil prices in the world market have fallen sharply since 

2014, while Ghana has supplied oil with market value $3 billion, which makes 

financial security of subsequent projects difficult to guarantee. (2) Since 2000, a large 

amount of infrastructure has been built in Africa. At the same time, it has accumulated 

a high level of government debt. Under the pressure of international organizations 

such as the International Monetary Fund and the World Bank, it is difficult to continue 

to adopt debt financing to build infrastructure. 

 (2) Development equity investment period 

Shenzhen Energy from China is a domestic listed company. After understanding 

the power construction needs in Ghana, Shenzhen Energy “Ghana” branch was 

incorporated in June 2007 and decided to invest in Tema “Tema” to build Ansuo 

“Ansogli” power station. In the first phase of the project, the total funding 

requirement is 200 million US dollars. Shenzhen Energy invested 60 million US 

dollars in its own assets, applied to the China Development Bank for a $100 million 

project financing loan “export credit”, and also won a US$40 million equity 



investment from the China-Africa Development Fund, which enriched the project 

funding needs. The power station realized the commissioning operation of the unit in 

October 2010, and officially connected to the grid in January 2011. In the past five 

years, it has achieved uninterrupted power generation in addition to the natural gas 

cut-off, greatly alleviating the power shortage in Ghana. 

10.4.4 Bottlenecks, Potential Risks and Countermeasures of Angolan Model 

1. Development bottleneck 

The management mode of the “package” model is relatively rough. The Chinese 

enterprises that are financing and main contractors have low controllability for the 

project. With the development of international economic conditions, the model has 

gradually encountered bottlenecks. 

First of all, with the growth of China's domestic economy and the significant 

increase in operating costs, especially labor costs, the profitability of the original 

contracted construction method is difficult to bear the cost. Therefore, a large number 

of Chinese contracting enterprises have begun to transform into investment and 

development enterprises. 

Secondly, after experiencing rapid development since the 21st century, although 

African countries have generally achieved satisfactory development performance, 

they have also accumulated a high level of debt, requiring contractors to undertake 

more financing themselves. 

Third, the traditional aid countries recognize the importance of the African 

infrastructure market and provide more favorable financing conditions to support the 

contracting business of domestic enterprises in Africa. Chinese contracting companies 

have encountered increasingly fierce competition. 

 

2. Potential risks 

(1) Security risks 

Of the 20 countries that receive the most Chinese loans in the energy sector, 13 

are rated by the OECD as having significant risks. In the case of Angola, the 

province's main oil-producing region, Cabinda, is still demanding independence for 

the oil resources wealth, and the economic and political situation is relatively 

complicated. Chinese oil companies must strengthen their systematic assessment of 

the political, economic and cultural environment in Angola and make prudent 

investments. 

 (2) Repayment risk 

Angola’s loan method of repaying commodity exports and a single economic 

structure make it basically rely on oil for profit. The amount of oil revenue depends 

on the changes in supply and demand in the international market. There is great 

uncertainty that makes Angola’s national economy face a certain degree of 

vulnerability. This may not only affect the macroeconomic development of recipient 

countries, but also lead to huge risks of non-performing loans. 

(3) Environmental risks 

China's investment in the energy sector is mainly focused on fossil fuel 

extraction and the construction of hydropower stations, which may pose potential 

environmental risks to recipient countries. Therefore, we should pay attention to the 

adverse impacts of energy such as oil on the environment, strengthen cooperation 

with recipient countries in the field of energy and environmental protection, conduct 

government dialogue, improve energy efficiency, and develop new energy sources. 

 (4) Social risk 



On the one hand, local stakeholders resist China’s investment, and on the other 

hand the investemnt is subject to the regulation of the international system. When 

communicating with countries along the B&R and resource countries, China should 

express China's willingness to seek energy cooperation and seek common 

development on various occasions, and fully clarify China's concept of peaceful 

energy security. At the same time, it is necessary to strengthen dialogue and 

cooperation between oil-exporting and consuming countries and major oil-consuming 

countries; to maintain a good political environment for energy security and stability, 

to resolve differences and contradictions through dialogue and consultation, and not 

to politicize energy issues, and then to break through the so-called "neo-colonialism" 

spread by western media. 

 

3. Countermeasures 

First, we must innovate the way the project is funded. 

(1) Docking sovereign wealth funds. Some countries in West Asia and North 

Africa, such as Egypt, have considerable sovereign wealth funds to support public 

facilities investment. In the process of cooperation between the South and South 

China projects, it is possible to explore the docking of aid funds with the sovereign 

wealth funds of the recipient countries. 

(2) Expand the proportion of hybrid loans. In the process of building the B&R 

project, we should actively explore various modes such as commercial financing and 

public-private partnership financing, and raise funds through various channels such as 

marketization and socialization, and match the aid funds of aid donors to share the 

preferential loan risk of assistance party. 

Second, give play to the advantages of superior production capacity. 

On the one hand, we will strengthen support for clean energy such as solar 

energy, wind energy and nuclear energy, and promote enterprises with innovative 

capabilities to join the capacity cooperation in Central and South China, so as to 

realize the smooth implementation of the advantageous production capacity of the 

countries along the B&R. On the other hand, flexible cooperating with other 

countries, in the construction of projects along the B&R countries, try to coordinate 

with the existing project plans of developed countries, such as Russia's Eurasian 

Economic Union, which can avoid repeated waste in aid projects, also can enhance 

technical ability in the benign interaction and realize the transformation to the 

superior production capacity. 

Again, strengthen the pre-assessment of loans. 

(1) Establish risk and indicator system. Drawing on international rating standards 

and model setting methods, select the evaluation parameters suitable for China's 

strategic needs, do a good job in collecting and processing big data, and build a real-

time dynamic evaluation database for the partner countries. 

(2) Increase the intensity of previous demonstrations. Adopt a public bidding 

method and select a third-party evaluation agency to ensure its professionalism, 

independence and objectivity. Support assessment agencies to conduct on-the-spot 

investigations for all stakeholders, attach importance to soft environment assessment 

of potential projects, and conduct repeated and scientific countermeasures for future 

risks. 

 

 


