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�e Belt and Road Initiative (BRI) was the latecomer in China’s extensive set of interna-

tional economic initiatives, but might well turn out to be the most ambitious. Just �ve years 

after its launch, the BRI has become the organising framework for China’s economic relations 

with about half of the world’s nations of any size.  

�e earliest mention of the BRI was in a speech given by Chinese president Xi Jinping in 

Astana, Kazakhstan, on 7 September 2013 (Xi, 2013). �e framework he set out has featured 

consistently in his speeches since and has served as the foundation for the 100 or so Mem-

orandums of Understanding (MoU) between China and other BRI participating nations. 

Recalling the Silk Road of ancient times, a trade route which linked China to Europe through 

Central and South Asia, Xi proposed a �ve point plan:

1. Policy consultation on joint development strategies and regional integration among all 

countries along the Silk Road;

2. Improved road connections and transport infrastructure that would facilitate creation of 

an economic belt (hence the name ‘belt and road’);

3. Reduced barriers to trade and investment;

4. ‘Monetary circulation’, including currency convertibility for trade and investment 

purposes and acceptance of each other’s currencies, implying an increased role for the 

renminbi;

5. Increased exchanges among people (students, tourists, researchers, professionals in vari-

ous �elds) to share knowledge and promote understanding.

Xi also set out a basic principle of the BRI, a familiar refrain of Chinese foreign policy that 

is important for understanding the way the BRI functions: “We respect the development path 

and domestic and foreign policies pursued independently by every country…. we will never 

interfere in internal affairs”. �e signal here is that the BRI is essentially a business proposition 
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investment by State Grid Corporation of China in Brazilian energy infrastructure and a $2 

billion industrial park in a special economic zone in Kenya. In emphasising infrastruc-

ture, China creates an outlet for its know-how and capacities in building and operating 

transport and energy facilities – ie roads, bridges, railways, ports, airports, power stations 

and electricity grids. According to the OECD steel committee, between 2006 and 2015, 

Chinese steel-making capacity more than doubled and now represents almost half of 

global steel-making capacity, yet global capacity utilisation in the steel industry declined 

from about 80 percent to 70 percent. To a limited extent, BRI infrastructure projects help 

mitigate the problems arising from these excess capacities.

• Second, the BRI explicitly aims to strengthen connections between China’s poor and 

remote western regions and nations to the west, south and north of these regions, and 

with China’s �ourishing coastal agglomerations. Per-capita gross product in the western 

provinces of Qinghai and Xinjiang are about a third of gross product per capita in Beijing 

and Shanghai (National Bureau of Statistics of China, 2018) and reducing this gap by inte-

grating these regions into global markets is a major goal of Chinese policy.   

• �ird, China’s state-owned enterprises, such as Sinopec Group, China Communications 

Construction Group, China National Petroleum Company, State Grid Corporation of 
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negotiating a revised and presumably deeper trade agreement. Another group of BRI coun-

tries, 10 in number, do not have trade agreements with China and are negotiating them. In yet 

another group of BRI countries, 3 in number, trade agreements are under consideration.

Table 1: China’s trade agreements (shaded rows = BRI countries)

Partner country
China’s 

exports in $ 
billions (rank)

China’s 
imports in $ 

billions (rank)

Trade agreements

In 
force

Being 
negotiated

Under 
consideration

Hong Kong, China 287.3 (2) 16.7 (24) ü

Japan 129.3 (3) 145.7 (2) ü

Korea, Rep. 93.7 (4) 159 (1) ü ü

Vietnam 61.1 (6) 37.2 (12) ü ü  

India 58.4 (7) 11.8 (28) ü ü  
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largest export market for 20 countries11, including large and medium-sized economies such 

as Brazil, Indonesia, Australia and South Korea, and 48 countries ran a merchandise trade 

surplus with China in 2016. �e Chinese trade balance re�ects its role as a manufacturer and 

assembler in global value chains – China runs a trade de�cit on primary products and a trade 

surplus on manufactured goods. Countries that run a trade surplus with China are those that 

supply raw materials (especially oil but also agricultural commodities, metals and rubber), 

those that supply components for electronics, such as integrated circuits or LCDs, especially 

the Asian newly-industrialised economies, and those that supply high-end machinery and 

consumer goods, eg Switzerland. China holds an especially strong hand in negotiating with 

these countries. Countries that run the largest trade de�cit with China are those that have the 

largest consumer markets: the United States, the European Union and India. �ey are among 

the most openly sceptical of the BRI.

Second, China has become a large foreign investor and �nance provider. Since 2007, Chi-

na’s outward FDI �ows increased from $27 billion to $125 billion, ranking fourth in the world, 

after the US, EU and Japan (UNCTAD, 2018). China has also rapidly become a large foreign 

creditor, as its external assets have increased from $2,416 billion in 2007 to $6,926 billion in 

2017, the 8th rank in the world (IMF, 2018). Although it is di�cult to compile precise data, 

partial statistical evidence and anecdotal evidence suggests China is now the largest foreign 

investor in many developing countries across Asia, Africa and Latin America. For example, 

Jayaram et al (2017) estimate that, in addition to being Africa’s largest trading partner by a 

factor of three, China is now the �rst provider of infrastructure �nancing, third provider of aid, 

and owns the fourth largest stock of FDI in Africa despite being a latecomer. 

�ird, insofar as the BRI is seen as an infrastructure arrangement, it �lls a large unmet 

need. �e Global Infrastructure Outlook (Global Infrastructure Hub, 2017) �nds that over 

half of global infrastructure investment needs in the next decades are going to arise in Asia, 

where $21 trillion is needed in the period up to 203012. Comparing these needs with current 

investment trends, the Outlook identi�es an investment gap in Asia of $3.3 trillion up to 2030, 

with $1.4 trillion missing for telecommunication projects, $0.9 trillion missing for energy pro-

jects and $0.5 trillion missing in each case for transportation and water projects. Taking these 

numbers at face value, in Asia alone there is an annual infrastructure investment gap of $275 

billion. To put this number into perspective, it compares with $18.5 billion in total lending by 

the World Bank Group (World Bank, 2018b)13 to South Asia, East Asia and Paci�c and Europe 

and Central Asia, and to $29 billion of combined operations by the Asian Development Bank14 

in 2017. Infrastructure investment needs on the African continent and in the Americas are 

smaller but the investment gaps are still signi�cant, amounting to $2 trillion and $3 trillion, 

respectively (Global Infrastructure Hub, 2017).

�e need for infrastructure in developing countries is unmet for many reasons, the most 

important of which is the high-risk and uncertain return associated with long-term invest-

ment in environments with weak governance, volatile macroeconomic and political condi-

tions, and fragile public �nances. Compounding these deterrents to infrastructure invest-

ment, foreign creditors, beginning with the multilateral development banks, have been led by 
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dures relating to procurement, such as open competitive bidding. A pervasive concern about 

corrupt decision-making underpins the adoption of several of these safeguards. While many 

of these precautions are clearly necessary, their cumulative e�ect can result in extremely long 

project design, approval and execution times. For example, the average duration of all World 

Bank projects (not just infrastructure), from board approval to conclusion is 5.6 years15. How-

ever, this estimate does not include project preparation and, for infrastructure, the complete 

project cycle might take twice as long. To communities with urgent needs for water, roads or 

electricity (not to mention to politicians who want to respond to these needs within an elec-

tion cycle) the attraction of proposals that can cut through many of these impediments, can 

be approved quickly and that are turn-key, thus avoiding complicated procurement rules and 

coordination between multiple providers, is obvious. 

Fourth, initial participation in the BRI requires only the signing of a brief four or �ve 

page con�dential memorandum of understanding, which commits the country to very little 

beyond agreeing to work with China in line with Xi’s framework to identify speci�c infrastruc-

ture projects that might or might not materialise16. In short, the BRI appears to bring with 

it signi�cant opportunity while not asking for much other than for giving consideration to 

speci�c projects or deals that improve the ‘connectivity’ to China. �e devil is in the details 

of the projects that follow, which typically require government guarantees and the pledge of 

collateral. 

It is thus not surprising that many countries near and far from China’s neighbourhood 

have expressed a strong interest in the BRI, and that the Chinese have responded. Since its 

formulation as a proposal to nations in Central Asia, the BRI o�er has been extended to South 

East and South Asia (�e ‘Maritime Silk Road’ sailing south from China along the Indian coast 

onto the coast of Eastern Africa and onto Europe), and then to eastern and southern Europe, 

Russia, the Arab countries, East Africa and, most recently, Latin America. In a short time, the 

BRI has become the touchstone of China’s bilateral economic diplomacy and central to its 

foreign policy. It is Xi’s signature initiative and China’s Communist Party formally adopted the 

BRI under its Party Constitution at the National Party Congress in 2017.

An early assessment
�e BRI is a young initiative. But, after �ve years, enough information exists to provide an 

initial assessment of the strategy. As more data becomes available on the performance of BRI 

projects, it will be possible to produce a more rigorous evaluation of its progress. 

�e BRI responds to the un�lled need for investment in infrastructure across the develop-

ing world and o�ers improved access to the world’s fastest growing large market. As such, it 

should be viewed benignly, but it is not. Many observers view the BRI with suspicion. O�cial 

donors in Japan, the European Union and the United States have been especially active in 

voicing concerns. In this section we identify both those concerns that we believe re�ect mis-

understandings or that are, to a lesser or greater degree, exaggerated, and – crucially – those 

that re�ect the BRI’s genuine shortcomings.

Geopolitics   
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pretty much as they wish. It also has economic costs since those tasked with executing the BRI 

can assume that ‘everything goes’ and pick and choose those projects or activities that suit 

them best, rather than those that correspond to well-de�ned development priorities.

Geographic scope
If the BRI’s objectives are not clearly communicated and understood, its geographic priorities 

are even less so. Intended to replicate the “Silk Road” in Xi Jinping’s original formulation, 

in the 2015 white paper the BRI is described as covering, but not “limited to, the area of the 

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

engagement, so that the results of the concerted efforts will benefit wider areas” (NDRC, 2015). 

In one analysis, the BRI is intended to link China with some 65 other countries that account 

collectively for over 30 percent of global GDP, 62 percent of population, and 75 percent of 

known energy reserves (World Bank, 2018c). More recent estimates put the number of coun-

tries that are part of the BRI in triple digits. 

Even the largest development programmes are normally directed at speci�c regions, or 

at countries belonging to a well-de�ned group (eg the Least-Developed Countries). �ese 

programmes also provide some sense of country priorities within them. Not so the BRI. For 

example, Hillman (2018) identi�es the six main geographic channels most often mentioned 

as constituting the BRI, and the countries most often mentioned as part of each channel. He 

�nds that except for Pakistan – a BRI poster programme – Chinese projects are just as likely to 

be found outside this group of countries as within it.

Corridors
It is di�cult to identify a shared agenda among BRI countries, even within the same geo-

graphic corridor. Clearly the needs of poor nations such as Pakistan, Myanmar and several in 

Central Asia and East Africa, are very di�erent than those of EU members such as the Czech 

Republic, Portugal and Greece, which the BRI supposedly aims to reach. Countries within 

the same corridor have world-class infrastructure; in others infrastructure is inadequate. In 

the same corridor there are countries with good and bad logistics, liberal and restrictive trade 

policies, and strong and weak business climates (Figure 1). No guide is available from the BRI 

on how interventions across such a diverse group will be identi�ed and prioritised.

Figure 1: Countries within same economic corridor show significant differences in 
terms of logistics performance, trade policy and business environment
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ularly for it, and of which the BRI is in some sense an o�shoot. Second, China is fully commit-

ted to the BRI and, one way or the other, it is going to continue along that path. 

But the BRI, to be e�ective, needs to meet the basic conditions of a trade and development 

strategy, which are clear objectives, adequate resources, selectivity, a workable implemen-

tation plan, due diligence and clear communication. �e established donors are right to be 

concerned that some of these conditions are not met, especially regarding issues related to 

due diligence and, more speci�cally, �scal sustainability. 

Detailed proposals for revamping the BRI are beyond our scope. But it is obvious that the 

BRI needs a better articulated, coordinated and more transparent plan that identi�es objec-

tives by corridor and by country and in each case speci�es modalities. Clear communication 

is important given China’s size and the challenge of coordinating such a broad endeavour 

within and outside of China. In a politically-charged environment, a failure to clearly de�ne 

the BRI risks in�aming and empowering the opposition. Most importantly, China must do a 

better job of evaluating the risks and costs of projects. Chinese �rms and banks have plenty of 

bad domestic loans to worry about; they do not need a set of international debt crises to deal 

with as well.  

�e BRI is and should remain primarily a Chinese initiative to retain its advantages in 

terms of access to �nancial resources, speed and execution. However, a more systematic e�ort 

to collaborate with multilateral institutions and learn from accepted standards where it is 

possible to do so – such as is envisaged in the MoU signed in 2017 with the multilateral devel-

opment banks, could help overcome some of the BRI’s shortcomings. A more transparent 

approach is likely to help Chinese and international �rms to decide where their investments 

should go. And, if China envisages a BRI that will require several trillion US dollars of invest-

ment, it would surely bene�t from leveraging its own e�orts using other funds from bilateral 

and multilateral donors, and from the international private sector. 

For many developing countries and even for some relatively wealthy nations such as 

Australia, New Zealand and EU members to the south and east, the BRI could represent a 

signi�cant commercial and infrastructure investment opportunity and should be viewed as 

such. But, considering the preceding discussion, these nations should take special care in 

evaluating the projects and the commercial conditions attached to them. �ey should not rely 

on their Chinese counterparts for ad-hoc project proposals, and should instead develop their 

own infrastructure strategies based on a bene�t-cost analysis of the main projects, yielding 

clear priorities. Obviously, money must be repaid, and the ability to pay for a large project 

must be evaluated based on the overall national �scal condition, not just on the project’s 

intrinsic pro�tability.

�e Great Powers that vie with China for in�uence and for markets would be well advised 

to adopt a constructive stance toward the BRI. While insisting that China reforms its initia-

tive along the lines of greater transparency, improved due diligence and safeguards, the EU 

and US should also acknowledge that there are very important areas of synergy between 

their own e�orts and those of China. �e BRI is consistent with their development e�orts. It 

should be easy to see that infrastructure investment in Africa and expanded African trade can 

also improve the EU’s commercial and investment prospects, and might even be in Europe’s 

security interest writ large. �e EU also has an interest in a Eurasian land bridge, which could 

provide a non-trivial boost to Europe-Asia trade (García-Herrero and Xu, 2016). �e EU has 

also responded by highlighting its own connectivity initiatives linking the EU and Asia, which 

remain very modest in scope in comparison to the BRI31. Similarly, Latin America, in whose 

prospects and stability the United States has a vital economic and security interest, could 

bene�t greatly from the BRI.  

A notable e�ect of the BRI is to pose a challenge to the established donors to increase and 

accelerate their provision of infrastructure in developing countries and even within their own 

borders. Insofar as the BRI represents increased competition for stodgy development banks in 

To be effective, the 
BRI needs to meet 
the basic conditions 
of a trade and 
development strategy: 
clear objectives, 
adequate resources, 
selectivity, a workable 
implementation plan, 
due diligence and 
clear communication

31
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infrastructure provision, that is all to the good. �e Compact with Africa (CwA), a G20 initia-

tive that began under the 2016-2017 German G20 presidency, is intended to stimulate invest-

ment in African infrastructure by improving macroeconomic management, strengthening the 

business environment and attracting private sector interest. About a dozen African nations 

have joined the Compact and initiated a wide range of reforms. �e CwA is an example of the 

kind of response that is needed, though one that remains untested for lack of enough private 

sector response to date.
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