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“Let us establish a new win-win partnership for all mankind.

Let prosperity, fairness and justice spread across the world.”

— Xi Jinping, president, People’s Republic of China

President Xi Jinping introduced China’s Belt and Road Initiative
(BRI) to the world in 2013. Xi promised a “win-win” partnership
encouraging peaceful coexistence, cooperative investment and
shared economic growth for all who participated. Countries
around the world bought into Xi’s aggressive plan to build a modern
trade network connecting China to Asia, Europe, the Middle East,
Africa and Latin America. But now, the BRI is entering a new
narrative. It’s considered globally as a Chinese hegemony over the

developing world.

Several countries are resisting the BRI because of their concern about
China’s possibly excessive influence on their economies. Thus, they
are rcconsidering investment commitments, renegotiating contracts
and cancelling infrastructure projects. For example, Bangladesh
decided to collaborate with Japan, instead of China, to build its first
deep water port in 2017 That same year, Nepal cancelled a BRI deal
to build a hydropower plant?

Global concerns appear to be rising for all the right reasons. For the
past six years, the BRI has not been such a peaceful development
and “win-win” cooperation like President Xi Jinping promised the
world it would be.

Nevertheless, many developing nations have been welcoming
Chinese investments because they've been hungry for any
opportunities to develop and grow. To date, over 150 BRI
cooperation agreements with more than 100 countries and
about 30 international organizations have been signed so far?

Developing Asia alone requires over $20 trillion in infrastructure
investments to adapt to climate change and maintain growth for
the next decade In particular, the Association of Southeast Asian
Nations’ (ASEAN) has become the heart of the BRI Chinese
companies’ familiarity with and confidence in ASEAN is reflected in
BRI investment commitments, which account for almost 50% of total
project announcements compared to about 30% for other BRI regions?

Thanks to the BRI, China’s economic relationship with these nations
is transforming from being just trade partners to an investor in their
economies. The BRI is building powerplants, natural gas pipelines,
intercontinental highways, high-speed railroads, strategic seaports,
modernized airports and new centers of commerce throughout
the developing world. In under seven years, signed BRI contracts
amount to an extravagant $700 billion, where over $400 billion has
already been completed’”

So Xi is determined to successfully complete the BRI, which may
help transform China from a middle-income to an upper-income
economy; however, criticisms from the international community
needed to be addressed. At the 2018 symposium marking the 5*
anniversary of the BRI, Xi stressed the need to:

1. Deliver real benefits to local people through BRI projects.
2. Have stricter regulations on BRI investment activities.
3. Pay higher attention to reducing BRI risks overseas®

These priorities were created in efforts to resolve the following

BRI issues.
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Some BRI projects are not supported
by local economic needs but by remote
Chinese motivations. Thus, some BRI
projects aren’t paying for themselves.

Mattala Rajapaksa International Airport is the world’s emptiest
international airport and is a classic example. Located near the
Sri Lankan port town of Hambantota, this over $200 million
jewel was financed by China and built with Chinese expertise
in a wave of BRI infrastructure projects in the area (e.g. cricket
stadium, highway and deep-water port)? As the second-largest
airport in Sri Lanka, the Mattala was designed to attract a
million passengers every year.

These passengers would transform Hambantota, which is
coincidentally located only a couple miles away from a vital
Indian Ocean sea lane transporting over 80% of Chinese
oil imports, into a vibrant modern city and tourism hub.”’
Meanwhile, China could secure this strategic port town through
its growing financial influence.

But sadly, the airport has been receiving more elephants and
other wild animals than travelers since its launch in 2013
Less than a dozen travelers pass through its terminal every
day.” Elephant dung and bills are piling up as Sri Lanka tries to
repay China more than $20 million a year with disappointing
revenues close to $300,000 annually.® This begs the question:
Is this really a “win-win” deal?

China has been the biggest lender for BRI
projects. It has even developed dedicated
institutions to support BRI projects, such
as the Asian Infrastructure Investment
Bank (AlIB) and Silk Road Fund. As a result,
other developing nations are also piling on
Chinese debt.

Take Djibouti. This tiny African nation has been known for
its love of tea and proximity to the world’s busiest sea lanes.
However, the latest spotlight has been on its alarming debt crisis
because Djibouti has been on a development spree and China is
engineering, building and financing most of it.

A $4 billion Chinese-built railway now links the Ethiopian
capital of Addis Ababa to the Djiboutian capital, Djibouti
City* This roughly 700 km high-speed line cuts travel time
for both passengers and cargo from days to hours.” While the
line was completed in 2017, the Chinese will be operating it for
five more years before handing it over to the locals — a common
arrangement for BRI projects.®

In 2018 China and Djibouti launched the first phase of
construction on the $3.5 billion Djibouti International Free
Trade Zone (DIFTZ).” The DIFTZ will become Africa’s largest
free trade zone and logistics hub in less than a decade and will
connect Djibouti’s main ports to crucial Chinese trade routes.
The almost 12,000-acre zone will be operated by Djibouti and
several Chinese state-owned enterprises (SOEs) such as China
Merchants Group.® Meaning, China will have influence over

the DIFTZ.

The development doesn’t end there. Djibouti plans to invest
$4 billion in a gas pipeline that will transport Ethiopian gas to
a Djiboutian export terminal and then to China via the Suez
Canal® It will also let China build two new airports worth
nearly $600 million*

Djibouti’s dream to transform into a middle-income country
through the Chinese BRI is turning into a debt nightmare. Its
debt to China is now worth almost 100% of its gross domestic
product (GDP)*' - that’s nearly $2 billion? But Djibouti
is not alone. African nations have borrowed more than $100
billion from China in the past two decades® Kyrgyzstan, Laos,
Maldives, Mongolia, Montenegro, Pakistan and Tajikistan are
also in the same sinking boat of Chinese debt?*

Developing countries thought Chinese
investments would help evolve their
economies, but it can come at a price.

In Greece, a Chinese shipping SOE giant — China Ocean
Shipping Company (COSCO) - revitalized then took control
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of the Athens’ port of Piracus. Beginning in 2005, the Piracus
port saw a drop-in container volume amid the growing debt-
crisis in cash-strapped Greece? Unexpectedly, COSCO threw
Athens an economic lifeline and sealed an almost $6 billion
deal in 2008 to build a terminal and renew the port?®

Since COSCO’s involvement, the Piracus has become the
second largest port in the Mediterranean and one of the most
productive ports in the world. The port ascended from 93 to
30 in global ranking as its container volumes jumped from
almost 1 million twenty-foot equivalent units (TEUs)? in
2010 to nearly 5 million TEUs less than a decade later?®

With this successful revitalization, Athens has a productive
Greek port that’s owned by China because it has been relying
on privatizations to bailout its sinking economy since 2010
As a result, COSCO offered a sole bid of $400 million in 2016
and became the official operator and owner of the port* Now,
the Piracus port serves China as a southern gateway to Europe
for Chinese container vessels traveling through the Suez Canal.

National security of participating BRI
nations may be threatened as China
implements Chinese national standards for
5G in countries along its Belt and Road. As
of 2019, Chinese tech giants like Huawei
and ZTE were involved in more than 50 5G
projects in over 30 countries:'

Take Huawei, the world’s biggest telecommunications company
and No. 2 smartphone maker. This Chinese powerhouse has
been defending itself against growing scrutiny from around the
world as its customer base expands.

In Britain — one of the most important markets for Huawei —
UK. officials are becoming more concerned about the safety of
Huawei’s telecommunications equipment. In late 2018, a British
lab flagged Huawei’s gear with software issues that could create
security holes which could easily be hacked and exploited*

Last year, Huawei - the dominate telecommunications
company in African markets — was accused of helping African
governments spy on political opponents. Huawei employees
allegedly used the company’s technology and products to
support domestic spying™

In Zambia, Chinese technicians intercepted encrypted messages
and tracked down opposition bloggers using cellular data’
Uganda has a similar story. Huawei engineers used spyware to
help cut short planned street rallies and arrest political sensation,
Bobi Wine, and dozens of his opposition supporters®

Huawei has denied all allegations and continues to rise in
global markets.

Conclusion

The BRI does not appear to be the “win-win” cooperation
like Xi promised. Many developing nations are struggling
to benefit from the BRI, while China continues to follow its
vigorous agenda to complete its modern Silk Road in time
for the People’s Republic of China’s 100th anniversary in
2049. However, you can call the past six years of the BRI a
“trial-and-error” phase. China is adjusting its BRI tactics to
soothe concerns, continue solid cooperation of Belt and Road
countries, ensure the BRI’s success and most importantly,
secure China’s future growth.
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